2008 DAC Report 
on Multilateral Aid 



2008 DAC Report on 
Multilateral Aid 


DAC REPORT ON MULTILATERAL AID, 2008 - © OECD 2009 



ORGANISATION FOR ECONOMIC CO-OPERATION 


AND DEVELOPMENT 


The OECD is a unique forum where the governments of 30 democracies work together to address the economic, social and 
environmental challenges of globalisation. The OECD is also at the forefront of efforts to understand and to help governments 
respond to new developments and concerns, such as corporate governance, the information economy and the challenges of an 
ageing population. The Organisation provides a setting where governments can compare policy experiences, seek answers to 
common problems, identify good practice and work to co-ordinate domestic and international policies. 

The OECD member countries are: Australia, Austria, Belgium, Canada, the Czech Republic, Denmark. Finland. France, 
Germany. Greece. Hungary, Iceland. Ireland. Italy, Japan. Korea. Luxembourg, Mexico, the Netherlands. New Zealand. Norway, 
Poland. Portugal, the Slovak Republic, Spain, Sweden, Switzerland. Turkey, the United Kingdom and the United States. The 
Commission of the European Communities takes part in the work of the OECD. 


Piihlie en frangais sous le litre : 

Rapport 2008 du CAD sur Paide multilaterale 


DAC REPORT ON MULTILATERAL AID, 2008 - © OECD 2009 


TABLE OF CONTENTS - 3 


Table of Contents 

Acronyms 7 

Executive Summary 11 

Chapter 1. Background 19 

Chapter 2. Multilateral Aid at a Glance 21 

Historical trends in multilateral aid 21 

Allocations to multilateral agencies 24 

Gross disbursements and eredit reflows 26 

Total use of the multilateral system 26 

Use of the multilateral system by non-DAC countries 31 

Chapter 3. Multilateral Aid Policies of DAC Donors 34 

Multilateral partners 34 

Multilateral strategies 35 

Managing multilateral assistance 41 

DAC peer review and other national review recommendations for multilateral engagement 42 

Allocation and scaling up of multilateral aid 43 

Chapter 4. Bilateral and Multilateral Allocations 47 

Geographical distribution of ODA 47 

Distribution of ODA by income of partner countiy 49 

Distribution of ODA by sector 50 

Multilateral aid to health and infrastructure 51 

Multilateral allocation systems 53 

Chapter 5. International Organisations that Receive ODA 59 

Proliferation of organisations 59 

From the global to the tiny 60 

Agriculture, livestock and fisheries organisations 60 

Chapter 6. Multilateral Fragmentation and Opportunities for Better Division of Labour 65 

Multilateral concentration and fragmentation at the global level 65 

Multilateral concentration and fragmentation at partner country level 69 

In-eountrv division of labour 73 

Reflections on division of labour among multilateral organisations 76 


DAC REPORT ON MULTILATERAL AID, 2008 - © OECD 2009 


4 - TABLE OF CONTENTS 


Chapter 7 Multilateral Aid Effectiveness 78 

Paris Declaration - Are the multilaterals on track? 78 

Multilateral Organisations Performance Assessment Network (MOPAN) 82 

Internal performance monitoring m multilateral organisations 83 

Common Performance Assessment System (COMPAS) 84 

IFAD report on development effectiveness 85 

Bilateral agency assessments of multilateral organisation effectiveness 86 

Further reflections on assessment tools 88 

Chapter 8. Partner Country Views on Multilateral Organisations 92 

Perceptions of multilateral performance 92 

Reflections on partner country views 94 

Chapter 9. Reforms in the Multilateral System 96 

“Delivering as One”: United Nations at the country level 96 

Reforming the Bretton Woods institutions’’ 100 

Reforms in regional development banks 102 

External aid management reform in the European Commission 103 

Reflections on multilateral reforms 104 

Appendix. DAC Donors’ Multilateral Aid: Trends and Policy 107 

Australia 108 

Austria 113 

Belgium 117 

Canada 121 

Denmark 125 

European Commission 131 

Finland 135 

France 139 

Germany 143 

Greece 148 

Ireland 152 

Italy 156 

Japan 159 

Luxembourg 164 

Netherlands 168 

New Zealand 173 

Norway 178 

Portugal 182 

Spain 186 

Sweden 192 

Switzerland 196 

United Kingdom 201 

United States 205 


DAC REPORT ON MULTILATERAL AID, 2008 - © OECD 2009 


TABLE OF CONTENTS - 5 


Boxes 

Box 2.1. Definitions and main categories of multilateral institutions 21 

Box 2.2. DAC data collection from multilateral agencies 29 

Box 3.1. Ireland’s rationale for multilateral engagement 35 

Box 3.2. Sweden’s multilateral strategy 37 

Box 3.3. Switzerland’s multilateral strategy 38 

Box 3.4. ILO perspective 40 

Box 3.5. Management of European Commission assistance 42 

Box 3.6. DFID performance funding 43 

Box 3.7. UK and Spain - Scaling up aid to multilateral organisations 45 

Box 4.1. Multilateral development bank resource allocation systems 54 

Box 4.2. United Nations Development Assistance Framework (UNDAF) 56 

Box 6.1. Harmonisation and division of labour in Uganda 73 

Box 6.2. International principles of good practice on m-countiy' division of labour 74 

Box 6.3. Development partnerships and division of labour m Tanzania 75 

Box 7.1. Multilateral Organisations Performance Assessment Network (MOPAN) approach to assessing the 

effectiveness of multilateral organisations 83 

Box 7.2. Professional peer reviews of the evaluation function in multilateral organisations 84 

Box 9. 1 . Joint donor mission to selected “Delivering as One” pilot countries 98 

Box 9.2. “Delivering as One” in Mozambique 100 

Figures 

Figure 0.1. Gross ODA by DAC member countries 1987-2006 12 

Figure 0.2. Relationship between bilateral, non-corc and core multilateral ODA in 2006 13 

Figure 2.1. Gross ODA provided by DAC member countries 1987-2006 22 

Figure 2.2. DAC member countries’ multilateral ODA as share of total ODA 1987-2006 23 

Figure 2.3. Multilateral ODA disbursements by DAC member countries 2004-06 23 

Figure 2.4. Multilateral ODA as share of total ODA by DAC member countries 

(excluding debt relief) 24 

Figure 2.5. DAC member countries’ multilateral ODA (core contributions) to major agencies 1987-2006 25 

Figure 2.6. ODA gross disbursements (core contributions) and reflows 1997-2006, cumulative 

(excluding debt relief) 27 

Figure 2.7. Non-core funding provided to multilaterals, 2006 30 

Figure 3.1. DAC member countries: Advantages of and priorities for engaging with multilateral agencies 34 

Figure 4.1. Distribution of multilateral and bilateral aid by region 2006 48 

Figure 4.2. Distribution of bilateral and multilateral aid to fragile states 2006 48 

Figure 4.3. Multilateral non-core funding by region and fragile states 2006 49 

Figure 4.4. Distribution of bilateral and multilateral aid to countries by income 2006 50 

Figure 4.5. Distribution of bilateral and multilateral aid by sector 2004-06 50 

Figure 4.6. Multilateral non-core funding by sector 2006 51 

Figure 4.7. Multilateral aid to the health sector by country income and agency, 2004-06 52 

Figure 4.8. Multilateral aid for infrastructure and services 2004-06 52 

Figure 5.1. Founding of international organisations by decade and sector 60 

Figure 6.1. Composition of gross multilateral ODA 2005 and 2006 66 

Figure 6.2. Number of multilateral agencies per country 2005-06 68 

Figure 6.3. Number of multilateral agencies collectively contributing less than 10% of a country’s aid, 2005-06 68 


DAC REPORT ON MULTILATERAL AID, 2008 - © OECD 2009 



6 - TABLE OF CONTENTS 


Tables 

Table 2.1. Core contributions provided by DAC member countries to the major multilateral agencies, 2004-06. . 25 
Table 2.2. Non-core funds channelled through multilaterals: Creditor Reporting System and donor estimates . . 28 
Table 2.3. Norway's core contributions to multilateral agencies and aid channelled through multilaterals, 2006 ... 31 

Table 2.4. Non-DAC donor ODA, 2004-06 32 

Table 2.5. Korea: Core contributions to multilateral agencies and aid channelled through multilaterals 33 

Table 5.1. International agriculture, livestock and fisheries agencies receiving ODA 62 

Table 6.1. Concentration of multilateral agencies, 2005-06 67 

Table 6.2. Country programmable aid by donor and partner country, 2005-06 71 

Table 7.1. Paris Declaration indicators and targets for multilateral donors 80 

Table 7.2. Responses of 54 partner countries to the 2008 monitoring survey of progress on the Paris Declaration. . . 81 
Table 7.3. Multilateral progress 2006-08 on nine indicators 82 


DAC REPORT ON MULTILATERAL AID, 2008 - © OECD 2009 



ACRONYMS - 7 


Acronyms 


AAA 

Accra Agenda for Action 

AfUB 

African Development Bank 

AfDF 

African Development Fund 

AMCs 

Advance Market Commitments 

AsDB 

Asian Development Bank 

AsDF 

Asian Development Fund 

BADEA* 

Arab Bank for Economic Development in Africa 

BMZ* 

Federal Ministry for Economic Co-operation and Development (Germany) 

CABEI 

Central American Bank of Economic Integration 

CarDB 

Caribbean Development Bank 

CEB 

Chief Executives Board for Coordination (UN) 

CGIAR 

Consultative Group on International Agricultural Research 

CIDA 

Canadian International Development Agency 

CPA 

Country Programmable Aid 

CPIA 

Country Policy and Institutional Assessment 

CRS 

Creditor Reporting System (OECD) 

DAC 

Development Assistance Committee (OECD) 

Danida 

Ministry of Foreign Affairs of Denmark 

DFID 

Department for International Development (UK) 

DG 

Directorate General 

DOCO 

Development Operations Coordination Office (UN) 

DoL 

Division of Labour 

DPG 

Development Partners Group (Tanzania) 

EBRD 

European Bank for Reconstruction and Development 

EC 

European Commission 

ECHO 

European Commission's Humanitarian Aid Office 

ECOSOC 

Economic and Social Council (United Nations) 

ECOWAS 

Economic Community of West African States 

EDF 

European Development Fund 

EU 

European Union 


DAC REPORT ON MULTILATERAL AID, 2008 - © OECD 2009 


8 -ACRONYMS 


GAVI 

GEF 

GNI 

HIPC 

lATI 

IBRD 

ICPD 

ICRC 

IDA 

IDB 

IDB Sp.Fund 

IDCD 

IFAD 

IFFlm 

IFIs 

ILO 

IMF 

IMF-PRGF 

lOM 

JMAP 

LDC 

LHI 

Lie 

MDBS 

MDGs 

MDRI 

MEFF 

MfDR 

MIGA 

MORAN 

NEPAD 

OCHA 

ODA 

ODI 

OECD 

OEI 

OHCHR 

OPEC 

OSCE 

PAF 

PBA 

PIUs 


Global Alliance for Vaccines and Immunization 
The Global Environment Facility 
Gross National Income 

Heavily Indebted Poor Country (World Bank initiative) 

International Aid Transparency Initiative 
International Bank tor Reconstruction and Development 
International Conference for Population and Development 
International Committee of the Red Cross 
International Development Association 
Inter-American Development Bank 
Inter-American Development Fund for Special Operations 
Inter-Departmental Committee on Development (Ireland) 

International Fund for Agricultural Development 
International Finance Facility for Immunisation 
International Financial Institutions 
International Labour Organization 
International Monetary Fund 

International Monetary Fund Poverty Reduction and Growth Facility Trust 

International Organization for Migration 

Joint Management Action Plan (Bretton Woods Institutions) 

Least Developed Country 

Legal Harmonisation Initiative 

Low-Income Country 

Multilateral Development Banks 

Millennium Development Goals 

Multilateral Debt Relief Initiative 

Multilateral Effectiveness Framework 

Managing for Development Results 

Multilateral Investment Guarantee Agency 

Multilateral Organisations Performance Assessment Network 

New Partnership for Africa's Development 

Office for the Coordination of Humanitarian Affairs (UN) 

Official Development Assistance 
Overseas Development Institute (UK) 

Organisation for Economic Co-operation and Development 
Organizacion de Estados Iberoamericanos 
Office of the High Commissioner for Human Rights 
Organization of the Petroleum Exporting Countries 
Organization for Security and Cooperation in Europe 
Performance Assessment Framework 
Performance Based Allocation 
Project Implementation Units 


DAC REPORT ON MULTILATERAL AID, 2008 - © OECD 2009 



ACRONYMS - 9 


PMF 

Performance Management Framework 

RBM 

Results Based Management 

RBSA 

Regular Budget Supplementary Account 

RC 

Resident Coordinator 

SDC 

Swiss Agency for Development and Co-operation 

SECAB 

Secretaria Ejecutiva del Convenio Andres Bello 

SECO 

State Secretariat of Economic Affairs (Switzerland) 

SWAp 

Sector-Wide Approach 

TCPR 

Triennial Comprehensive Policy Review 

The Global Fund 

The Global Fund To Fight AIDS. Tuberculosis and Malaria 

UN 

United Nations 

UNAIDS 

Joint UN Programme on HIV/AIDS 

UNCT 

UN Country Team 

UNDAF 

UN Development Assistance Framework 

UNDO 

UN Development Group 

UNDP 

UN Development Programme 

UNDPKO 

UN Department of Peacekeeping Operations 

UNEP 

UN Environment Programme 

UNFPA 

UN Population Fund 

UNHCR 

Office of the UN High Commissioner for Refugees 

UNICEF 

UN Children’s Fund 

UNIDO 

UN Industrial Development Organisation 

UNIFEM 

UN Development Fund for Women 

UNODC 

UN Office for Drugs and Crime 

UNRWA 

UN Relief and Works Agency for Palestine Refugees in the Near East 

UNTA 

UN Regular Programme of Technical Assistance 

WADB 

West African Development Bank 

WFP 

World Food Programme 

WHO 

World Health Organization 


* Acronym in original language. 


DAC REPORT ON MULTILATERAL AID, 2008 - © OECD 2009 



10 -ACKNOWLEDGEMENTS 


Acknowledgements 


This report was prepared by Charlotte Moeller under the guidance of Brian Hammond 
in 2008. Suzanne Sleenscn contributed to the analysis of the chapter on multilateral 
fragmentation and division of labour. Sandra Child of Scriptoria edited the report which 
Emily Bosch reviewed and finalised early in 2009, DAC members provided additional data 
and information on their multilateral aid strategies and several multilateral organisations 
provided information on reform and other processes. Jean McDonald provided technical 
support, and Carola Miras provided editing support. 


DAC REPORT ON MULTILATERAL AID, 2008 


© OECD 2009 


EXECUTIVE SUMMARY - 11 


Executive Summary 


In 2006. gross official development assistance (ODA) by Development Assistance 
Committee (DAC) member countries amounted to USD 117 billion. Multilateral ODA of 
USD 28 billion accounted for over a quarter of this. Around a further USD 11 billion was 
channelled through multilateral organisations as grants to trust funds and other earmarked 
contributions. The proportion of development assistance channelled through the multilateral 
system - over a third of total ODA - indicates that bilateral donors see multilateral 
organisations as knowledgeable, neutral and generally effective development actors. 

In recent years the multilateral aid system has become more complex. There are more 
agencies and more instruments. As a result, donors - as major shareholders in the system 
- are increasingly focusing on the performance of multilateral organisations and their 
ability to adjust to development challenges, including achievement of the Millennium 
Development Goals (MDGs), when allocating aid. Donors have thus expressed a need for 
a better understanding of the multilateral aid system. 

To meet this need, the Organisation for Economic Co-operation and Development 
(OECD) Development Co-operation Directorate (DCD) has produced this report on 
multilateral aid, the first of its kind. The report gives an overall picture of multilateral aid 
architecture. It maps out patterns of multilateral aid (mainh' from DAC member countries), 
financial flows, and multilateral aid strategics and policies. The report also touches 
upon issues such as fragmentation of aid, the effectiveness of multilateral organisations 
and reform processes, and gives the views of some partner countries on multilateral 
organisations. 

MiilHIateral aid at a glance 

Over the last two decades multilateral ODA has risen by nearly 50% in real terms, 
from USD 19.1 billion in 1987 to USD 28.2 billion in 2006 (at 2006 prices and exchange 
rates). The proportion of ODA channelled through multilaterals was relatively stable in this 
period, ranging from 27% to 32% net of debt relief (Figure 0.1). However, the proportion 
of aid from DAC member countries channelled through the multilateral system varied 
widely. For example, in 2004-06 Italy channelled 72% of ODA through the multilaterals 
and the United States 12%. The three multilateral organisations that receive the most core 
contributions from donors are the European Commission (EC) accounting for 36%, the 
World Bank accounting for 24% and the United Nations system accounting for 20%.*' 

The EC is unique because it plays a dual role. It receives development funds from EU 
Member States and channels funds through other multilateral organisations (Box 3.5). 


* The United Nations system refers to the whole netw'ork of international ageneies, treaties and 
conventions that were created by the United Nations. Note that the information in this report covers 
the entire UN system and does not break dowm information for each part of the UN system. 
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This report reflects this dichotomy: it reports on the EC both as a multilateral organisation 
and as a donor. Reporting on the EC as a multilateral organisation is consistent with 
longstanding statistical practice and treatment in other DAC publications such as the annual 
Development Co-operation Report. In reporting on the EC as a donor in the sections 
on allocations, objectives and policies for engaging with multilateral organisations (see 
Appendix) the EC is treated in the same way as other DAC members. The EC acts as a 
multilateral organisation only with respect to EU Member States. This means that, when 
comparing how DAC members use the multilateral system, the results when multilateral 
ODA includes the EC are different from when multilateral ODA excludes the EC. 
When looking at ODA channelled through the multilateral system excluding the EC, the 
proportion ranges from 9% for Greece and 12% for Portugal, to 28% for Canada and 
Norway, and 29% for Italy. 


Figure 0.1 Gross ODA by DAC member countries 1987-2006 

Gross disbursements (constant USD million) 



Source: DAC Aggregate Statistics 


DAC member countries also channel large amounts of multi-bi or non-core aid through 
the multilateral system. This is aid that is earmarked for specific sectors, themes, countries 
or regions. DAC members report these funds as bilateral ODA in DAC statistics (Figure 0.2). 
Hence, the multilateral ODA data presented above do not include aid channelled through 
multilateral organisations. In 2006, non-core funds amourrted to some USD 11 billion of 
commitments. By adding these non-core funds to the core commitments of USD 32 billion, 
we estimate that USD 43 billion (35%) of total ODA. was routed through the multilateral 
system in 2006. The data for non-core funding are not as accurate as they could be as not all 
DAC members fulK report the channels through which they deliver their aid. To improve 
understanding of the multilateral aid system DAC members arc encouraged to urgently 
improve the accuracy and detail with which they report. 
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Figure 0.2 Relationship between bilateral, non-core and core multilateral ODA in 2006 

(Commitments from DAC member countries USD) 



J 


Total bilateral OOA= 90 bn. 


Total use of multilateral 
organisatlons= 43 bn. 


Source: DAC Aggregate Statistics and Creditor Reporting System sup- 
plemented by a few member country estimates of non-core funding. 


South-Soulh co-operation is increasing. However, it is not possible to get a full picture 
of aid from non-DAC donors because of the lack of data from large players, such as Brazil, 
China and India. Moreover, they are expected to increase their aid commitments in the next 
few years, as are the new EU members who have committed to specific targets for 2010 
and 2015. Multilateral organisations could play a large role in channelling much of these 
increases in aid - the EC in the case of the new EU members and other multilaterals for 
other emerging donors. Multilaterals may also play a larger role in channelling ODA from 
long standing, large bilateral donors such as China Taipei, Kuwait and Saudi Arabia who 
currently channel 5% or less of their aid through the multilateral system. 

Muhilateral aid policies in DAC member countries - key messages 

DAC member countries engage with multilateral institutions for many reasons. These 
include the ability of multilaterals to provide economies of scale, access to know-how, 
ensure political neutrality, provide public goods, and reduce burdens on donors and partner 
countries. 

Large number of multilateral partners: DAC member countries show considerable dif- 
ferences in how they use the multilateral aid system. Most of them channel a large share of 
their multilateral aid through just a few strategic partner organisations and the remaining 
small share through a large number of organisations. While spreading multilateral alloca- 
tions so broadly may serve political purposes, it may also mean that some DAC member 
countries might not be making best use of their resources and influence. Some DAC 
member countries could have more influence in the multilateral system if they took a more 
focused approach. 

Main objectives and priorities of multilateral policy: The overarching aims of multi- 
lateral engagement, aims that nearly all DAC member countries stress, are to reduce pov- 
erty and achieve the Millennium Development Goals (MDGs). Other priorities are health, 
gender equality, climate change and support for fragile states. Countries also emphasise 
that their engagement with multilaterals should be effective and efficient, and that reform 
is a main concern. 
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Overall multilateral strategies: Almost half DAC member countries have recently 
developed - or arc in the process of developing - an overall multilateral aid strategy. The 
strategies vary in style and scope. Some strategies are more effective than others in guiding 
allocation of multilateral aid. Some define priorities as well as implementation processes. 
Others set general directions and give little guidance on framing policy and making 
decisions on allocation. For the strategics to be useful they need to be strengthened, by 
stimulating new ways of working with multilaterals, for example. 

Managing multilateral aid: The way in which DAC member countries manage and 
organise multilateral assistance internally also varies. The usual arrangement is for 
the ministry of finance to manage core contributions and lead polic>' dialogue with the 
International Monetary Fund (IMF), the World Bank Group and other major development 
banks, and for the ministry of foreign affairs and/or the development agency to be 
responsible for relations with most other multilateral agencies. In all cases the ministry of 
foreign affairs coordinates policies on multilateral organisations with other line ministries. 
Promoting greater coherence among ministries responsible for different aspects of 
multilateral aid is still a challenge for DAC member countries. 

Follow up on DAC peer reviews: Most DAC member countries - at varying rates and to 
different extents - have addressed recommendations with respect to multilateral assistance 
made by DAC peer reviews. For example, in some cases a peer review has prompted coun- 
tries to develop an overall multilateral strategy. Peer reviews recommend that DAC member 
countries should avoid allocating a large share of assistance to non-core funding to reduce 
the risk of “bilateralising” multilateral aid. Countries channelling significant amounts of 
non-core funds, earmarked for specific sectors or countries, through multilaterals can 
skew or redirect their priorities and diminish their multilateral character. Some argue that 
an increase in earmarked funding to UN agencies could impede the "One UN” reform; 
others say that an increase in earmarked funding could be a key mechanism for influenc- 
ing, directing the focus of programmes and increasing the effectiveness of UN agencies. 

Multilateral and hilaleral disirihulioii of aid 

Geographical: Multilateral organisations direct nearly two-thirds of their aid to 
sub-Saharan Africa, and South and Central Asia. In contrast, DAC member countries 
direct just over one-third of their bilateral aid to these regions. Multilateral aid focuses 
somewhat more than bilateral aid on fragile states, although maybe not to the extent that 
the multilateral strategies of DAC member countries would suggest. 

By income: For the most part, the priority of DAC member countries in engaging w'ith 
the multilaterals is to reduce poverty. Multilateral organisations reflect this and direct 
two-thirds of their aid to least developed and other low-income countries. In contrast, just 
one-third of bilateral aid is directed to these countries. 

By sector: The sectoral distribution of multilateral and bilateral aid is similar but 
multilaterals direct a smaller share to education and humanitarian sectors than bilateral 
donors and a larger share to general budget support and the productive sectors. 

Proliferation of organisations eligible for ODA 

Currently 263 international organisations arc eligible for ODA, against 15 in 1940. By 
1960 there were 47. Over 80 agencies became eligible in the 1960s and 1970s, including 
10 environmental agencies and 10 agricultural research institutions. In the 1980s proliferation 
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slowed and ''only" 30 agencies became eligible. Another 45 eligible organisations emerged in 
the 1990s and by 2006 a further 20 were created, notably in the health sector. 

In 2006, donors committed USD 43 billion core and non-core funding to these agencies. 
But. two thirds of this was committed to just five agencies (EC, International Develop- 
ment Association, Global Fund. Asian and African Development Banks). In contrast, over 
100 agencies each manage less than USD 20 million annually and collectively account for 
only 2% of the total core and non-core funding of multilateral organisations. 

The mandates of the 29 agencies in agriculture, livestock and fishing show little over- 
lap. But, while just one agency deals with livestock, there are eight crop-specific agencies 
each receiving less than USD 50 million a year. Of the eight other research agencies, only 
the Consultative Group on International Agricultural Research (CGIAR) receives over 
USD 100 million. 

In 2009, more analysis will be done to gain a better understanding of the range of 
agencies as a possible first step tow'ards rationalisation. The 2009 report will also examine 
the 1 000 World Bank Trust Funds, and UN earmarked funds and accounts. 

Reducing fragmentation through division of labour 

The Accra Agenda for Action (AAA) commits donors and developing eountries to 
"complete good practice principles on country -led division of labour” and to "start dialogue 
on international division of labour across countries by June 2009”. This means that dh ision 
of labour is as firmly on the agendas of multilateral donors as on the agendas of bilateral 
donors. This report examines aid fragmentation and concentration with a special focus on 
the multilateral agencies. A better understanding of fragmentation will enable donors to 
make adjustments in aid allocations among agencies and countries. 

Whether or not an agency is present in a partner country is largely determined by the 
agency 's mandate. The EC is present in 149 out of the 153 developing countries eligible 
for ODA. UN agencies are present in over 100 countries except for UNRWA (UN Relief 
and Works Agency for Palestine Refugees in the Near East), which has a country-specific 
mandate. Organisations with regional mandates arc present, on average, in 21 countries. 

The report uses the proportion of partner countries to which an agency extends more 
than the agency's share of global aid as a measure of concentration. By this measure, mul- 
tilateral agencies eoncentrate their aid more than bilateral agencies. The Global Environ- 
ment Facility (GEF) is the only multilateral agency with less than 50% whereas 15 bilateral 
agencies have less than 50%. 

Out of a possible 15 multilateral agencies covered by the analysis, 14 were present 
in 15 partner countries. Twelve partner countries also had 15+ DAC member countries 
working in their country. Multilateral agencies provide the majority of aid in nearly half 
the countries in sub-Saharan Africa, the Middle East and North and Central America. 
Multilateral agencies provide the majority of aid in 14 of the 22 fragile states in Africa. 

The greatest opportunities for the multilateral agencies to concentrate their aid are in 
the 35 countries where nine or more multilateral agencies together provide less than 10% 
of total aid. A matrix in this report shows the countries in which multilateral agencies 
operate. Multilateral agencies could use this matrix when discussing with partner countries 
and other donors how the Accra Agenda for Action (AAA) undertaking to "improve 
allocation of resources within sectors, within countries, and across countries" could be 
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met. This could be done, for example, if multilaterals focused on fewer partner countries 
but played a bigger role and concentrated on fewer sectors. However, it may be a challenge 
for multilateral agencies to concentrate their efforts as their members from developing 
countries may continue to expect to receive some funding, however small a part of their 
total aid this might be. 

The Secretariat is working to produce matrices for the major sectors to identify areas 
where there is scope for concentration. However, the analysis w'ill be limited as only a 
few multilateral agencies provide disaggregated data on their activities. More detailed 
reports from multilateral agencies could enhance discussions on division of labour. The 
International Aid Transparency Initiative (lATI), which was signed in Accra by the 
EC, Global Alliance for Vaccines and Immunization (GAVI), UNDP, World Bank, nine 
bilateral donors, and the Hewlett Foundation gives a clear signal that for the UN and the 
World Bank providing more detailed and timely information is a priority. 

The international good practice principles on in-country division of labour call for part- 
ner countries to lead the process. Multilaterals actively support partner country leadership 
in division of labour. This means considerable changes for some major agencies in the way 
they operate. In the past, they have often been called on to lead donor coordination groups 
or to be the "lead donor’’ in a sector. While this will change, nevertheless, some specialised 
UN agencies may still be obvious candidates to be lead donor in their field of expertise. 

A study in Tanzania found that almost all of the UN agencies work on HIV/AIDS 
and gender issues. In the case of HIV/AIDS this indicates excessive fragmentation. 
The study went on to note that the "One UN’’ reform process in Tanzania is leading to 
clearer prioritisation of sectors and assignment of lead roles within the UN system. The 
study also showed that while the Sector Wide Approach (SWAp) in the health sector has 
improved coordination, harmonisation, policy, planning and resource allocation, it has not 
brought down donor transaction costs because coordination and consultation processes 
are complex. Moreover the SWAp is being bypassed by new global funds and initiatives, 
which "offer sizable financial resources negotiated at high government level w'hilc ignoring 
existing SWAp structures and mechanisms”. 

Multilateral aid effectiveness - Paris Declaratmi Survey and other tools 

In 2005, twenty-five international organisations, along with 90 countries, adopted the 
Paris Declaration on Aid Effectiveness. The 2008 survey of progress in implementing the 
Paris Declaration shows that, while the scores of multilaterals are higher than the scores 
of bilateral donors on most indicators, multilaterals need to accelerate progress to reach 
their commitments for 2010. They particularly need to accelerate progress in reporting a 
larger proportion of aid flows on partner country budgets, in using country public financial 
management and procurement systems (where the quality of those sv stems permits), and 
in making their aid predictable. The multilateral organisations have progressed faster than 
the bilateral donors on five Paris Declaration indicators, but only significantly faster in 
aligning and coordinating technical co-operation, and reducing parallel implementation 
structures. 

There is considerable duplication of effort in assessing the effectiveness of multilateral 
agencies. But current assessment tools do not provide a full picture and all have strengths 
and weaknesses. Assessment studies undertaken by individual donors often seek the 
same kinds of information from multilaterals, and surveys of development stakeholders at 
countiy level often ask the same questions. This duplication of effort wastes the time of key 
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decision-makers. Answering questions about aid effectiveness diverts them from their core 
business of improving the effectiveness of aid. 

Ways forward: Bilateral donor assessments of the effectiveness of multilateral agencies 
could become unnecessary if the multilaterals themselves assessed their own effectiveness 
sufficiently and comprehensively to satisfy bilateral information requirements. This 
makes a strong case for bilateral donors to change the way they advocate for multilateral 
reform. Instead of making opaque assessments of multilateral effectiveness from the 
outside, bilateral representatives on multilateral executive boards could unite to advocate 
for change from within and better reporting on effectiveness. One way forw ard is to build 
on initiatives such as the Common Performance Assessment System (COMPAS), a joint 
attempt by the multilateral development banks to improve reporting of their results. 

A shift tow'ards self reporting by multilaterals would be a w ay to apply Paris Declaration 
principles to contributions to multilaterals. Further work by the DAC on analysing the 
multilateral system could examine this application of Paris Declaration principles. The 
issues in funding multilaterals have strong parallels with aid effectiveness at country level, 
lack of predictability, over prescriptive donors, multiple reporting systems, for example. 
Applying Paris Declaration principles would encourage multilateral agencies to “own" aid 
channelled through them. It would mean that donors would need to align w ith and make 
use of multilaterals' existing systems for reporting and encourage mutual accountability 
for results. Such a shift would, of course, need to reflect that there arc differences in the 
effectiveness of multilateral governance structures and how well they operate. Until self 
reporting is adequate, separate external assessments may still be needed. Nevertheless, 
a strong case can be made for bilateral donors: (a) to conduct assessments collectively to 
reduce duplication and transaction costs, and (b) to develop a consensus on the minimum 
requirements and appropriate standards to guide the design of assessments, and a common 
position on advocacy for improving multilateral reporting itself 

Partner country views on nmttilateral organisations 

Most assessments of multilateral effectiveness are carried out for and by bilateral 
donors. Assessments arc. therefore, primarily geared to meeting donor needs, rather than 
the requirements of partner countries. In the context of the Paris Declaration and the move 
towards greater country owmership, more input from partner governments should be sought 
when developing and revising methods to assess multilaterals. Survey responses indicate 
that "partner countries clearly want to be heard" and suggest that an important issue in the 
multilateral reform process is how to address partner country demands for “voice ". Without 
input from partner countries, financing decisions and aid may be less effective. 

Reforming multilateral organisations 

Reforming the multilateral system is currently a high priority for DAC member coun- 
tries and w ill continue to be for some years, as it is not possible to design and put in place 
reforms that deliver results "overnight”. Nevertheless, many multilateral organisations are 
making progress with reform initiatives although it is still too early to assess the results. 
Time will tell whether or not the reforms currently underway will simplify the multilateral 
system and, hence, enhance the effectiveness of multilateral assistance.* 


* The report does not reflect the diseussion of major Bretton Woods reform following the financial 
and economic crisis of autumn 2008. 
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For reforms of the multilateral system to be successful they must be integrated through- 
out the development system - among donors, development organisations and partner coun- 
tries. Within the multilateral organisations themselves it is likewise vital that any reform 
- its ideas, instruments, and aims - is ow ned by all staff If staff does not "own” the reform 
it w ill be just another initiative. The issue is how DAC and other donors can take the mul- 
tilateral reforms forward on management boards, and in HQs and partner countries. What 
needs to be borne in mind is that reforms need to simplify and modernise, and to improve 
coordination and policy coherence. They must not just add to bureaueraey. To promote 
effective reform bilateral donors serving on multilateral boards need to keep their distance 
from day-to-day workings in order to maintain their independence and retain an objective 
view. 

This report responds to the demand for a clearer picture of the multilateral aid 
architecture. It is an analytical report, issued on the Secretariat’s authority, and fills some 
of the information gaps about multilateral aid. The report makes suggestions to inform 
future policy discussions; it docs not propose specific recommendations for endorsement. 
It is hoped the report will inform and inspire a dialogue between bilateral donors and the 
multilateral system on the role of multilateral agencies and the development of common 
tools to assess their effectiveness. This dialogue should actively involve partner countries 
and the major multilateral agencies in line with the Paris Declaration principles for the 
effective provision of aid. The examination of DAC member policies tow'ards multilateral 
organisations could help in developing principles of “good multilateral donorship”. The 
analysis of the proliferation of multilateral organisations and fragmentation of aid - 
together w ith similar analyses of bilateral aid - may help to inform future diseussions on 
strategies to achieve better cross-countrv and in-country division of labour. 
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Chapter 1 
Background 


In recent years, the multilateral aid system has become more complex. Indeed, some 
claim that the multilateral development finance system is not a system but a "non-system", 
because it is unplanned, incoherent and is, basically, a "child of spontaneous disorder”.* 
The complexity of the multilateral system leads to high transaction costs for both donors 
and partner countries. Too many multilateral organisations, duplication of work, complex 
funding arrangements, and a nrultiplicity of requirements for accounting and reporting 
seem at odds with the aid effectiveness agenda. 

As donors have committed to scale up aid and to achieve the Millennium Development 
Goals (MDGs), they are scrutinising the performance and ability of multilateral organisa- 
tions to adjust to the development challenges of the twenty first century. Donors, as major 
shareholders of multilateral organisations, must ensure that they provide maximum value 
for taxpayers’ money. Multilateral organisations must document their results so that donors 
can justify scaling up aid through them and provide evidence that donors can use to inform 
decisions about choosing and dealing with multilateral partners. 

The growing complexity of the multilateral system and its financing has been addressed 
at several events in the last couple of years. On the premise that the complexity was "here to 
stay", an informal workshop in Berlin (January 2007), as part of the OECD Global Forum 
on Development, explored options for making the multilateral aid system more coherent 
and effective.t Workshop participants made three recommendations: (a) support developing 
countries in dealing with the complexity; (b) act collectively in monitoring and assessing 
the performance of multilateral organisations; and (c) work towards a better understanding 
of the duplications and gaps, as well as comparative advantages, in the multilateral system 
to identify opportunities for greater system-wide coherence and aid effectiveness. In June 
2007. the Department for International Development (DFID) hosted a High Level Meeting 
on Multilateral Effectiveness and Financing for members of the Multilateral Organisations 
Performance Assessment Netw'ork (MOPAN) and a few other donor countries. Participants 
strongly supported work by the OECD Development Co-operation Directorate (DCD) on 
analysing assessment tools, refining statistics, economic management of multilateral aid 
and strengthening evaluation. A follow-up meeting among MOPAN+ countries in Sweden 
in January 2008, on International Aid Architecture and Assessments of Multilateral 
Organisations, strengthened the case for using existing tools to improve statistical reporting, 
both by bilateral and multilateral donors. 


* Development Centre Studies (2008), Financing Development 2008 - Whose ownership? Paris. 
http:/Avw'w.oecd.org/document/62/0, 3343, en_2649_33959_39696830_l_l_l_1.00.html. 
t http:/Av\vw.oecd.org/dataoecd/58/l 1/3827 1776. pdf. 
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This, the first DAC report on multilateral aid, responds to this request for more 
information on the multilateral system. It is the first in a series of annual reports that will 
examine this topic. Even if complexity is here to stay, mapping the multilateral system will 
help address fragmentation and poor coordination between organisations, and will help 
the system become more effective in delivering aid. Addressing these issues will benefit 
donors and partner countries alike. This report is one tool among many that may help those 
involved in refining development strategies, setting future allocations and rationalising and 
reforming multilateral organisations. 

The emphasis in this report is on data flows and multilateral strategies. The report 
describes the advantages and disadvantages of the assessment tools currently in use and the 
efforts to improve them. Subsequent reports will follow up on some of the themes in this 
report, including multilateral aid effectiveness, division of labour, partner view's, system 
reform, data improvements in multilateral aid and system fragmentation. Future reports w'ill 
also study issues, such as non-DAC donor use of the multilateral system, in depth. Because 
this report w'as written during the summer of 2008 it does not reflect the discussions on 
major Bretton Woods reform follow'ing the financial and economic crisis of autumn 2008. 
This W'ill be covered in subsequent reports. 

The report draw s mainly on DAC data, information from member countries and infor- 
mation on member country Internet sites. It is organised into nine chapters. Chapter 2 
shows how donors use the multilateral organisations and the historical trends in multilateral 
ODA. and gives estimates of non-core funding to multilaterals. Chapter 3 describes DAC 
member country' multilateral aid strategies and policies. Chapter 4 compares bilateral and 
multilateral allocations. Chapter 5 serves as an appetiser for an ongoing study on the size, 
age and mandate of the multilateral organisations eligible to receive ODA. Chapter 6 is a 
study of multilateral fragmentation w'ith case studies on the division of labour. Chapter 7 
touches on multilateral effectiveness, including an analysis of the Paris Declaration proc- 
ess. and new' and existing assessment tools. Chapter 8 presents some partner country views 
of the multilateral system. Finally, Chapter 9 takes a look at the ongoing reform initiatives 
in some of the major multilateral organisations. 
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Chapter 2 

Multilateral Aid at a Glance 


This chapter presents a picture of multilateral aid. including: (a) the historical trends in 
overall multilateral ODA and DAC member countr\- use of multilateral ODA; (b) current 
DAC member country multilateral allocations to major multilateral organisations: and 
(c) estimated ODA commitments channelled through the multilateral system as non-core 
funds. Unless otherwise stated, all data are at constant 2006 prices and USD exchange 
rates. 

Historical trends in miiitilateral aid 

Over the last tw^o decades gross' multilateral ODA provided by DAC member 
countries has been relatively stable compared to the fluctuations in bilateral contributions 
(Figure 2.1). While bilateral ODA dropped between 1991 and 1997. multilateral ODA 
stayed more or less constant. Nevertheless, over the period 1987-2006 DAC members' 


Box 2.1. Definitions and main categories of multilateral institutions 

For DAC purposes, aid contributions qualify as multilateral assistance only if: 

• They are made to an international institution whose members are governments and which conducts all or a 
significant part of its activities in favour of development; and 

• Those contributions are pooled with other amounts received so that they lose their identity and become an 
integral part of the institution's financial assets. 

Pooling implies that the contributions are disbursed at the institution’s discretion. Any ODA which does not 
fulfil these criteria is classified as bilateral assistance. This includes non-corc/multi-bi assistance (i.e. voluntary 
contributions from donors to a multilateral agency supplementary to core membership contributions) earmarked 
for spceific purposes. Earmarked funding at any level - whether to a spccifie partner country, region, sector or 
theme - is classified in DAC statistics as bilateral aid because the bilateral donor effectively controls or directs 
the use of funds. However, most bilateral donors indicate w'hich multilateral agency they are using to deliver the 
funds. This information helps DAC to analyse the use of the multilateral system more fully. 

The main categories of multilateral aid are: (a) multilateral development banks (MDBs), including the World 
Bank Group and its International Development Association (IDA), and the regional development banks and their 
soft loan windows (e.g. the African Development Bank (AfDB), the Asian Development Bank (AsDB), and the 
Inter-American Development Bank (IDB); (b) agencies, funds and programmes of the United Nations (UN); 
and (c) European Commission (EC) covering European Union Member States. EC multilateral aid includes 
the European Development Fund (EDF) as well as development activities financed from the EC’s own budget 
resources. DAC statistics attribute aid from the EC budget to each EU member state in proportion to their con- 
tribution to the EC budget. 
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multilateral core assistance rose by USD 9.1 billion, from USD 19.1 billion in 1987 to 
USD 28.2 billion in 2006. The multilateral core contributions of DAC member countries 
over this period grew 47% compared to growth in bilateral assistance of 75%. 


Figure 2,1. Gross ODA provided by DAC member countries 1987-2006 

Gross disbursements (constant USD million) 



Source: DAC Aggregate Statistics 


In 2006, core contributions to multilateral organisations made up 24% of DAC member 
countries’ gross ODA. Debt relief accounted for a significant share of some DAC member 
countries’ total ODA. especially during the last five years (Figure 2.2).- Net of debt relief, 
core contributions to multilaterals made up 29% of DAC member countries’ gross ODA in 
2006. In terms of the share of total ODA. DAC member countries' multilateral aid fell from 
27% to 24% over the period 1987-2006, including debt relief; and rose from 28% to 29% 
excluding debt relief During this period, the share of multilateral ODA as a percentage of 
total ODA fluctuated, with a low of 21% in 2005 and a peak of 31% in 2000-01. The low' 
shares of multilateral ODA at the end of the period can be explained by exceptional debt 
relief to the Democratic Republic of Congo. Iraq and Nigeria between 2003 and 2006. Net 
of debt relief the share of multilateral ODA as a percentage of total ODA has been more 
stable, ranging from 27% to 32%. 

The amounts and proportions of ODA that DAC member countries provide to multi- 
lateral organisations vary considerably. In absolute terms. Germany and France, with 
annual average eore contributions amounting to USD 3.3 billion in 2004-06. provided 
the largest amount to multilatcrals. New Zealand and Luxembourg provided the smallest 
amount to multilaterals with core contributions of USD 52 million and USD 78 million 
respectively (Figure 2.3 and Table 2.1). In terms of the proportion of multilateral aid net 
of debt relief Italy. Austria and Greece provided shares of 72%, 53% and 51% as core 
contributions rcspectiv'ely (Figure 2.4). Thirteen out of 23 DAC member countries' core 
contributions were above the average proportion of 29% in 2004-06. The proportions that 
the United States and Australia provided as core contributions were the lowest, 12% and 
17% respectively. 
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Figure 2 2. DAC member countries’ multilateral ODA as share of total ODA 1987-2006 

Gross disbursements (%) 


35 


30 
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Source: DAC Aggregate Statistics 


Figure 2.3. Multilateral ODA disbursements by DAC member countries 2004-06 

Gross disbursements. 3-year average 2004-06 (constant 2006 USD billion) 



Note: DAC-EU members' ODA to the EC was USD 9.6 billion and DAC member countries’ total 
multilateral ODA was USD 26.7 billion. 
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As the EC plav's a dual role in development (see Box 3,5) and it is restricted to EU Member 
States, the picture is different when contributions to the EC are excluded. These range from 
9% for Greece and 12% for Portugal, to 28% for Canada and Norway, and 29% for Italy. The 
average for all DAC member countries is 19%. When contributions to the EC are excluded. 
Japan is the largest multilateral donor (USD 3,1 billion), followed by the US (USD 2.8 billion). 


Figure 2.4. Multilateral ODA as share of total ODA by DAC member countries 
(excluding debt relief) 

Gross disbursements. .3-year average 2004-06 (%) 



Source: DAC Aggregate Statistics. 


Allocations to multilateral agencies 

Table 2.1 shows the core contributions that DAC memher countries provided to the 
mqor multilateral organisations for the period 2004-06. Core contributions to the EC as a 
share of total multilateral aid over this period were 36%. to the World Bank Group 24%’ 
and to the UN system 20%."' 

Figure 2.5 shows the trends 1987-2006 in DAC member country contributions to the 
major agencies. Over the two deeades, eontributions to the EC increased in real terms, 
from USD 3.4 billion m 1987 to USD 9.9 billion in 2006. The EC overtook the World 
Bank Group as the main recipient of multilateral core contributions in the second half 
of the 1990s. Core contributions to the UN system and the regional development banks 
were relatively stable over the period. Core contributions to the International Development 
Association (IDA) peaked in the late 1980s/early 1990s and declined thereafter. The share 
of the Global Fund - created in 2001 - grew to 5% of multilateral core contributions 
2002-06. 
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Table 2 1 Core contributions provided by DAC member countries to 
the major multilateral agencies, 2004-06 

Gross disbursements, three-year average 2004-06 (constant 2006 USD million) 




UN 

Agencies 


Australia 

Austria 

Belgium 

Canada 

Denmark 

Finland 

Germany 

Ireland 

Italy 

Japan 

Luxembourg 
Netherlands 
New Zealand 
Norway 
Portugal 


51 

31 

53 

279 

317 

107 

199 

253 

10 

85 

249 

917 

20 

448 

18 

507 


Sweden 
Switzerland 
United Kingdom 
United States 
Total DAC 

Share of total multilateral ODA 


116 

431 

121 

492 

621 

5,334 

20 


EC The World 
Bank Group 


132 

224 65 

375 131 

248 

203 99 

143 39 

1,922 394 

2,104 589 

161 17 

112 62 

1,286 274 

1,452 

25 14 

426 328 

8 

162 

126 13 

787 198 

227 118 

151 

1,487 688 

- 1,188 

9,609 6,373 

36 24 


Regional The Global 
Dev, Fund 


61 14 

35 

30 12 

173 126 

52 22 

19 3 

197 225 

177 81 

0 0 

6 15 

122 77 

440 105 

11 2 

100 64 

6 0 

91 30 

18 1 

141 38 

88 58 

51 4 

173 121 

330 438, 

2,322 1,438 

9 5 


Other 


Multilateral 


multilateral 


ODA. total 


agencies 


3T[" 
12 I 
28 ' 
137 ! 
83 ' 

16 I 

317 I 
91 [ 
9 I 
2 [ 
122 i 

144 ' 

5 I 
53 ' 
20 1 

9 I 

62 I 
45 [ 
48 I 
120 ' 
259 ! 
1,614 I 

6 ! 


290 

366 

629 

963 

775 

326 

3,255 

3,295 

198 

282 

2,129 

3,058 

78 

1,418 

52 

799 

173 

1,343 

967 

375 

3,082 

2,636 

26,690 

100 


Multilateral Multilateral as 
as share share 

of gross of gross ODA 
ODA (14) excl, debt relief (%) 
16 17~ 

28 53 

33 41 

26 28 

36 37 

40 43 

28 39 

30 39 

51 51 

35 35 

52 72 

19 24 

28 28 

26 28 

21 21 

28 28 

27 45 

37 45 

28 30 

22 24 

28 37 

1J 12_ 

24 29 


Multilateral (excl. 
EC) as share of 
gross ODA excl. 
debt relief 

~ 

21 

16 

28 

28 

24 

16 

9 

21 

29 

24 

19 

19 

21 

28 

12 

19 

23 

24 
19 


19 


Source: DAC Aggregate Statistics. 


Figure 2 5. DAC member countries’ multilateral ODA (core contributions) to major agencies 1987-2006 

Gross disbursements, five-year averages 1987-2006 (constant 2006 USD billion) 



UN EC World Bank Reg. dev. The Global Other 

Group banks Fund Agencies 

■ 1987-91 B1992-96 11997-01 BZOOZ-OG 


Source: DAC Aggregate Statistic 


DAC REPORT ON MULTILATERAL AID, 2008 - © OECD 2009 


Coer'iviM tr»mi 


26 - CHAPTER 2 . MULTILATERAL AID AT A GLANCE 


Excluding debt relief from the remaining analysis 

In the tables that follow in this and the following chapters in this report, debt relief has been excluded in 
order to provide a more representative picture of a “typical” year. In 2006 there was exceptional bilateral debt 
relief to Iraq and Nigeria. Total gross debt relief from DAC members amounted to USD 20.8 billion. In addi- 
tion. the Multilateral Debt Relief Initiative reduced debts by I leavily Indebted Poor Countries (I IIPC) countries 
to the African Development Bank (AfDB) and International Development Association (IDA): this relief of 
USD 37.2 billion - to be provided over a number of years - was fully accounted for in the 2006 statistics on 
multilateral outflows. 


Gross disbursements and credit reflows 

DAC statistics record both the flow of funds into the multilateral agencies (as shown 
above) and the flow of funds out of the multilateral agencies to developing countries. 
Figure 2.6 shows these two flows in schematic format for 1997-2006. During that period, 
USD 237 billion flowed into the multilateral system and USD 242 billion flowed out to 
developing countries. The virtual balance between inflow and outflow holds for the EC, 
but masks two very different situations for other multilateral agencies. Outflows from 
IDA and regional banks exceed inflows because reflows from loans and other income, 
for example International Bank for Reconstruction and De\ elopment (IBRD) lending, are 
reinvested in new concessional lending. 

In contrast, inflows to the UN system and other multilaterals exceed recorded outflows. 
The reason for this is probably because the UN definition of outflows differs from the DAC 
definition of ODA flows. Inflows are calculated according to the standard DAC definition 
of ODA. This means that all. or in some cases, a specified percentage of contributions 
to each agency are included. Outflows, however, are calculated according to the UN 
definition of “'operational acth ities for development". In many UN bodies, especially the 
large specialised agencies, only the direct costs of activities in developing countries are 
included. The large central budgets of these agencies are excluded, even though these 
may support operational activities or, in some cases, even drive them. Another possible 
reason for the discrepancy is that contributions (inflows) to development-oriented agencies 
such as UNDP have always been reported as ODA, whereas outflows may have been to 
countries that were not defined as “developing" {e.g. Russia, Eastern Europe) and. so. were 
not reported as ODA. The DAC is working with the UN to help clarify these issues and 
reconcile data wherever possible. Annex 1 of the Economic and Social Council (ECOSOC) 
report Comprehensive statistical analysis of the financing of operational activities for 
development of the United Nations system for 2006 analyses these differences.*^ 


Total use of the multilateral system 

For tlie purposes of DAC statistics, assistance which is earmarked by sector, theme, 
country or region is defined as bilateral aid, even if it is routed through multilateral 
agencies (so called non-core/“multi-bi" aid). This means that standard DAC ODA statistics 
do not show the full importance of the multilateral system. Analysis of the overall 
multilateral aid architecture must take non-core/"multi-bi" aid into account. 
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ODA channelled through the multilateral system by DAC member countries 

The DAC Creditor Reporting System (CRS database of aid activities) collects 
information on the '‘channel of delivery" as a means of identifying aid routed through 
the multilateral system. However, not all donors use the codes identifying channels. This 
means that, at present, it is difficult to estimate the amounts channelled through specific 
agencies, for example through a specific UN agency. Altliough a few members have 
begun using the channel codes, they are in the minority and many still need to adapt their 
information systems to accommodate these codes. These data arc. at present, available only 
on a commitment basis. 

Table 2.2 illustrates the value of reporting channels of delivery to obtain a complete 
picture of how donors use multilatcrals. The data from members who report fully or quite 
comprehensively, show that core contributions (commitments) to multilateral agencies 
made up 21% of their total ODA in 2006 (excluding debt relief). Aid channelled through 
the multilaterals was a further 10% of their total ODA. The sum of core contributions plus 
aid channelled through the multilaterals (31%) is a better indication of how these donors 
use the multilateral system than the data on core contributions alone. Most of the countries 
that did not provide data on “channels of delivery" did provide estimates of their non-core 
funding in 2006 for this report. The CRS data together with these estimates of non-core 
funding put the total non-core funding in 2006 at an estimated USD 11 billion. Adding this 


Figure 2.6. ODA gross disbursements (core contributions) and reflows 1997-2006, cumuiative 
(excluding debt relief) 

Constant 2006 USD billion 


DAC countries' total multilateral 
ODA in 1997-2006 = 237 bn 



ODA recipients 


Total multilateral outflows = 242 bn 
Total reflows to multilaterals = 53 bn 


Source: DAC Aggregate Statistics. 

Note: The EC both receives and provides multilateral aid. Core contributions from the 
EC to other multilaterals 1997-2006 were: UN - USD 2.2 bn (shown in the figure). 
World Bank Group - USD 2.2 bn (IDA 1.7 bn. IBRD 0.5). regional development banks - 
USD 18 million, and other agencies - USD 605 million. 
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to core commitments of USD 32 billion in 2006, an estimated 35% of total ODA passes 
through the multilateral aid system (USD 43 billion in 2006). 

The extent to which DAC member countries provide non-core and core funding varies 
greatly. New Zealand and Norway provide slightly more in non-core funding than they do 
in core funding. Australia, Canada, Luxembourg, the Netherlands, Sweden and the United 
States provide non-core funding at levels above the DAC average. At the other extreme, 
Germany and Greece provide over 95% of their multilateral ODA through core funding to 
the multilateral system. 


Tabic 2 2 Non-core funds channelled through multilaterals: 
Creditor Reporting System and donor estimates 

Commitments® 2006 (current USD million), excluding debt relief 


Donor 

Total bilateral aid 

of which; channelled 

Total core 

Total use of the 

Core multilateral 

Core and non- 

Core as share of 



through multilateral 

multilateral aid 

multilateral 

as share of total 

core as share 

total use of the 



agencies (non-core) 


system 

ODA 1%) 


of total ODA 

multilateral 








(%) 

system (%) 


(A) 

(B) 

<C) 

(B+C) 

(C/(A+C)) 


{(B+C)/{A+C)) 

(C/(B+C)) 

Australia 

1,519 

243 

327 

570 


18 

31 

57 

Austria 

365 

34 

436 

470 


54 

59 

93 

Belgium 

1,142 

177 

868 

1,045 


43 

52 

83 

Canada 

2,433 

559 

1,141 

1,699 


32 

48 

67 

Denmark 

1,113 

75 

741 

816 


40 

44 

91 

EC* 

12,311 

1,677 

582 

2,259 


5 

18 

26 

Finland 

604 

93 

357 

450 


37 

47 

79 

Germany 

6,443 

210 

3,753 

3,963 


37 

39 

95 

Greece 

189 

3 

235 

238 


55 

56 

99 

Italy 

904 

128 

1,629 

1,757 


64 

69 

93 

Luxembourg 

205 

57 

86 

143 


30 

49 

60 

Netherlands 

8,788 

1,552 

1,796 

3,347 


17 

32 

54 

New Zealand 

297 

69 

58 

127 


16 

36 

46 

Norway 

2,422 

822 

769 

1,578 


24 

50 

48 

Portugal 

217 

21 

185 

206 


46 

51 

90 

Sweden 

2,810 

646 

1,146 

1,792 


29 

45 

64 

Switzerland 

1,145 

187 

637 

824 


36 

46 

77 

United States 

22,606 

2.035 

2,385 

4,421 


10 

18 

54 

Donors 
Reporting 
Channel in the 
CRS 

65,515 

8,587 

17,131 

25,706 


21 

31 

67 

France'' 

6,047 

80 

5,081 

5,161 


46 

46 

98 

Ireland 

632 


389 

389 


38 



Japan 

9,832 

371 

3,731 

4,102 


28 

30 

91 

Spain'''' 

1,854 

147 

1,721 

1,868 


48 

52 

92 

United Kinodom'''''' 

5.763 

1,374 

3,766 

5 140 


40 

54 

73 

Donor 

estimates/partial 

reporting 

24.128 

1,972 

14,689 

16,661 


38 

43 

88 

Total DAC 

89,644 

10,559 

31,821 

42,367 


26 

35 

75 


Source; DAC Aggregate Statistics and Creditor Reporting System (CRS) 

' EC is included in the table since it is a DAC member and as such is reporting to the CRS on its non-core use of other multilateral agencies through 'channel of 
delivery’ 

''France has not reported on channel of delivery in CRS; the table includes a partial estimate on non-core funds from the French Ministry of Foreign Affairs, 
''''Spain has not reported on channel of delivery in CRS; estimates on non-core funds from the Ministry of Foreign Affairs and Cooperation of Spain were used. 
''''''The UK has not reported on channel of delivery in CRS; DFID's provisional estimates on non-core funds were used. 
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DAC member countries often provide funding to UN specialised agencies earmarked 
for specific projects and programmes. Tabic 2 in each of the country pages in the Appendix 
shows this is a common funding instrument. Figure 2.7 shows the allocation of non-core 
funds in 2006 to specific agencies. The UN accounts for almost two-thirds of all non-core 
funds and the World Bank for 20%. The top five agencies that receive the most non-core 
funding within the UN system are WFR UNICEF, UNDP, UNHCR and WHO, reflecting 
that 35% of non-core funding is for humanitarian aid. 


Box 2.2. DAC data collection from multilateral agencies 

DAC collects data from multilateral agencies covering their operations m developing coun- 
tries, including support costs directly linked to delivering these activities. Data are limited to 
regular (core) budget expenditures to avoid double counting. As explained in Box 2.1. DAC 
statistics consider earmarked funding at any level - whether to a specific partner country, 
region, sector or theme - as bilateral aid. 

There are no formal requirements for multilateral agencies (other than the EC which is a 
DAC member) to report to the DAC. In practice, the level of reporting varies. The MDBs report 
both their concessional and non-concessional lending as well as grants. MDBs, UN funds and 
programmes, a number of UN specialised agencies, The Global Fund, the Global Environment 
Facility and the Montreal Protocol provide aggregate statistics on expenditure in each partner 
country. Activity-level reporting to the Creditor Reporting System (CRS) aid activity database 

- necessary for analyses of the resource receipts by developing countries at the sectoral level 

- is less complete. 

• The World Bank does not currently provide data for the CRS. The DAC Secretariat down- 
loads data from the World Bank website, formats and classifies the data so that they can 
be compared to bilateral aid data, and enters the data in the CRS. This process does not 
produce data of the same quality as the data for bilateral donors. DAC and the World Bank 
staff are collaborating to develop a more accurate system for entering World Bank project 
data into the CRS sector code structure. 

• The African Development Bank, the Asian Development Bank, the Inter-American 
Development Bank and IFAD provide activity-level data that can easily be converted to 
the CRS. Sector codes are assigned by the DAC Secretariat. 

• UNFPA. UNICEF. UNAIDS and The Global Fund provide activity-level data on expen- 
ditures in a format that is easily eonvertible to the CRS. Seetor coding is based on mapping 
the CRS and the agencies' internal codes. 

• One of the largest data gaps concerns the UNDP. The DAC Secretariat and UNDP are 
discussing ways to close remaining gaps in UNDP's reporting of its development expen- 
ditures to the DAC. UNDP support for this was demonstrated through UNDP being one 
of the founding subscribers of the International Aid Transparency Initiative, launched at 
Accra in September 2008. 

Obtaining accurate, detailed data on the expenditure of multilateral agencies is essential. 
Only by obtaining such data will DAC be able to develop a complete picture of global aid archi- 
tecture and properly reflect the very substantial role of multilateral agencies in development 
co-operation. Detailed data on aid at the partner country level are also necessary for making 
accurate statistical analyses, as well as for informing discussions on aid fragmentation, division 
of labour and donor harmonisation, for example. 
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Figure 2,7. Non-core funding provided to multilaterals, 2006 

Commitments, excluding debt relief (Total USD 10.6 billion) 



Source: Creditor Reporting System and estimates for UK. France and Spain. 

Note: The chart is based on data on channels of delivery of non-core funding 
provided by 16 DAC members to CRS (including partial data from Japan), 
estimates on channels of delivery of non-corc funding from UK. France and 
Spain, and Secretariat estimates for Germany. Italy, and Sweden from reports 
of total amounts of non-core funding (not broken down by agency). Ireland is 
not included due to lack of data. 


Allocations of non-core funding 

Among DAC members, Norway earmarked the largest share of funds in 2006. 
Table 2.3 shows that in 2006 Norway’s core contributions (commitments) to the UN 
were USD 470 million. However, this w'as only 43% of the total aid that Norway routed 
through the UN that year. Another USD 620 million for specific projects and programmes 
was channelled through the UN and non-core funds channelled through the World Bank 
were also significant. In aggregate, Norway’s core contributions only accounted for 48% 
of funding to the multilateral system. According to the Norwegian Ministry of Foreign 
Affairs, the proportion of ODA allocated to non-core funding has been increasing recently, 
whereas the proportion of core multilateral funding has been relatively stable." In terms 
of both core and non-core funding, Norway channelled some 50% of its total aid to and 
through the multilateral system in 2006. 
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Table 2 3 Norway’s core contributions to multilateral agencies and 
aid channelled through multilaterals, 2006 

Commitments (excluding debt relieO 2006. USD million 



Core 

Contributions 

Biiateral aid 
channeiied via 
agency 

Totai Use of 
Muitiiaterais 

Core as share of 
totai use of 
Muitiiaterais {%) 

United Nations 

483 

620 

1,102 

44 

of which: UNDP 

108 

98 

206 

52 

UNICEF 

131 

131 

262 

50 

UNFPA 

41 

4 

45 

91 

UNHCR 

27 

2 

29 

92 

WFP 

32 

72 

104 

31 

UNRWA 

16 

10 

26 

60 

WHO* 

36 

114 

150 

24 

Worid Bank Group 

136 

144 

279 

49 

IMF 

- 

1 

1 

- 

Reg. Dev. Banks 

87 

9 

96 

91 

Other Muitiiaterais 

63 

49 

112 

56 

Totai 

756 

822 

1,578 

48 


Source: DAC Aggregate Statistics and Creditor Reporting System. 
* Data Tor WHO refers to ODA eligible core contributions (51%). 


Use of the multilateral system by non-DAC countries 

The sources of financing for development are multiplying. South-South co-operation 
has become more important and ODA from some non-DAC donors has increased 
significantly in the last couple of years. This trend is likely to persist and further scaling 
up by some of these countries is expected. For example, the European Union (EU) set a 
collective average ODA target of 0.56% ODA/GNl by 2010. The Member States that joined 
the EU after 2002. and that have not achieved an ODA/GNI ratio of 0.17%. will endeavour 
to increase ODA to that level, within their respective budget allocation processes, by 
2010. Other emerging market countries arc also expected to scale up ODA. Multilateral 
organisations could play a major role in delivering this increase in ODA to developing 
countries, at least initially. The new EU members already provide some ODA by virtue 
of their membership of the EC. Once a country begins reporting ODA. its contributions 
to the UN and other multilateral organisations will be included. Channelling aid through 
multilatcrals is a way new' donor countries can contribute aid, while at the same time 
creating their own institutions to manage bilateral aid flows. 

The Secretariat does not have comprehensive data on the funds that non-DAC donors 
provide to multilateral organisations. Only a few non-DAC countries report to the DAC and 
some larger players (Brazil. China and India) do not. Table 2.4 shows funding provided to 
multilaterals by the 18 non-DAC donors that do report to the DAC. As expected, the new' 
EU members provide a large proportion of their total gross ODA through multilaterals 
(including the EC), ranging from 50% for Hungary to 93% for Latvia. The average 
proportion of total ODA provided to multilaterals by non-DAC donors, however, is only 
18%, which is below the DAC average. Three donors (Chinese Taipei, Kuwait and Saudi 
Arabia) are long-standing, large bilateral donors and bring down the average proportion of 
ODA provided to multilaterals by non-DAC donors. 
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As information from major non-DAC pro\ iders of development assistance becomes 
available, subsequent reports will give a more comprehensive picture of non-DAC flows to 
the multilateral system. 

It is hard to estimate the amount of non-core contributions made by non-DAC donors 
from their reporting. Among non-DAC donors, Korea provides information for the CRS, 
including on channels of aid delivery. Korea gives very little non-core funding. Core 
contributions make up 97% of its total multilateral aid (Table 2.5). Only USD 7 million is 
channelled through the multilaterals as non-core funding, of which almost half is allocated 
to the United Nations Department of Peacekeeping Operations (UNDPKO). 


Table 2 4 Non-DAC donor ODA, 2004-06 

Gross disbursements, three-year average 2004-06 (constant 2006 USD million) 


Non-DAC Donor 

Total ODA 

Bilateral ODA 

Multilateral ODA | 

lultilateral as share of 





gross ODA {%) 

Cyprus* 

14 

6 

8' 

55 

Czech Republic 

143 

73 

70 1 

49 

Estonia 

10 

2 

8' 

84 

Hungary 

107 

53 

53 1 

50 

Latvia 

11 

1 

lOi 

93 

Lithuania 

17 

3 

13' 

79 

Poland 

220 

68 

152, 

69 

Slovak Republic 

49 

23 

26' 

53 

Slovenia 

26 

11 

16| 

60 

EU 10 total (excl. Malta) 

596 

240 

357 1 

60 

Chinese Taipei 

320 

309 

10' 

3 

Iceland 

31 

22 

9, 

29 

Israel 

59 

51 

81 

13 

Korea 

629 

445 

184| 

29 

Kuwait 

511 

489 

22, 

4 

Saudi Arabia 

1,124 

1,068 

56' 

5 

Thailand 

25 

22 

3| 

12 

Turkey 

554 

491 

631 

11 

United Arab Emirates 

105 

105 



Total Non-DAC 

3,953 

3,242 

711, 

18 


Source: DAC Aggregate Statistics. 


* Footnote by Turkey: The information in this document with reference to “Cyprus” relates 
to the southern part of the Island. There is no single authority representing both Turkish and 
Greek Cypriot people on the Island. Turkey recognises the Turkish Republic of Northern Cyprus 
(TRNC). Until a lasting and equitable solution is found within the context of United Nations, 
Turkey shall preserve its position concerning the “Cyprus” issue. 


DAC REPORT ON MULTILATERAL AID, 2008 - © OECD 2009 






CHAPTER 2: MULTILATERAL AID AT A GLANCE - 33 


Table 2 5 Korea: Core contributions to multilateral agencies and 
aid channelled through multilaterals 

Commitments (excluding debt relief) 2006. USD million 



Core 

Contributions 

Biiaterai aid channeiied 
via agency 

Totai use of 
Muitiiaterais 

Core as share of totai use of 
Muitiiaterais (%) 

United Nations 

53 

6 

59 

91 

of which: ESCAP 



1 


FAQ 

4 


4 

97 

UNDPKO 



3 


WHO 

7 


8 

90 

Worid Bank Group 

80 


81 

99 

Reg. Dev. Banks 

70 


70 

100 

Other Muitiiaterais 

13 

1 

14 

96 

Totai 

217 

7 

223 

97 


Source: DAC Aggregate Statistics and Creditor Reporting System. 


Notes 


1. In this report, the gross Figure has been chosen deliberately to show what proportion of out- 
flows from each DAC member goes to multilateral organisations, without netting off return 
flows for donors which have loans programmes. Net figures would overstate the multilateral 
share for some countries as their net ODA is much lower than their gross ODA. 

2. Debt relief covers debt forgiveness, rescheduling and other action on debt. 

3. The World Bank Group includes the International Bank for Reconstruction and Development 
(IBRD). IDA. IFC and the Multilateral Investment Guarantee Agency (MIGA), though most 
ODA is to IDA as the concessional arm of the World Bank. 

4. The United Nations system refers to the whole network of international agencies, treaties 
and conventions that were created by the United Nations. Note that this report does not 
disaggregate information for each part of the UN system. 

5. United Nations (2008). A/63/71-E/2008/46. “Comprehensive statistical analysis of the financing 
of operational activities for development of the United Nations system for 2006”. New 
York.M'M'M'.nw. org'ecosoc. 

6. Sections 2.1 to 2.3 arc based on gross disbursement of core contributions. Section 2.4 looks at 
the overall use of the multilateral system, for which we only have data on commitments. 

7. The Norwegian Ministry of Foreign Affairs (2007). Norwegian Development Assistance in 
2008 - Priority Areas. Oslo. hltp;/Avww.regjeringen.no/en/dep/ud/selected-topics/Development- 
cooperation/nonvegian-development-assistance-in-2008.html?id=493308. 
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Chapter J 

Multilateral Aid Policies of DAC Donors 


Chapter 2 presented the overall picture of multilateral aid as shown by DAC statistics. 
The Appendix to this report presents the multilateral aid allocations and policies of each 
DAC member. This chapter summarises key messages and trends, gives an overview' of 
the main objectives and strategies of DAC member countries in engaging whth multilateral 
organisations, and describes how they manage multilateral aid. The chapter also describes 
the dual role of the EC in ODA. 

Multilateral partners 

DAC member countries share similar reasons for engaging with multilateral institutions 
and cite similar advantages in doing so. The advantages include economies of scale, and the 
know-how. political neutrality, and public goods that multilaterals pro\ ide. Working w ith 
multilaterals may also reduce the burden for donors and partner countries compared with 
bilateral aid {Figure 3.1). These advantages make the multilateral organisations important 
players in development co-operation. 


Figure 3.1 DAC member countries: 

Advantages of and priorities for engaging with multilateral agencies 


Advantages of engaging with multilateral agencies 

Priorities in engaging with multilateral agencies 

Economies of scale 

Effectiveness and efficiency 

Global governance - setting global development principles 

Achievement of MDGs - especially poverty reduction 

and standards 

Fragile states 

Political neutrality and legitimacy 

Humanitarian crisis 

Abundant resources - capital and know how 

Health - especially HIV/AIDS 

Providing advisory and technical assistance 

Food security 

Low transaction costs 

Climate change/environment 

Providing public goods 

Gender equality 
Education 
Human rights 

Closer co-operation between multilateral organisations 


Source: DAC member pages in the Appendix. 


The extent to which DAC member countries engage with the multilateral aid system 
varies w idely. Most - even the smaller DAC member countries - engage with man\’ differ- 
ent multilateral organisations. But. the main share of most countries' multilateral aid budget 
goes to just a few strategic partner organisations. The remaining budget is shared among a 
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large number of organisations which receive only small, almost symbolic amounts. This can 
partly be explained by the faet that eontributions to many ageneies are obligatory,^ However, 
although spreading multilateral allocations widely may serve political purposes, it may 
indicate that some DAC donors are not making best use of their resources and influence in 
engaging with multilateral agencies. On the other hand some argue that by providing just a 
small amount of funding to a specialised multilateral organisation a country may get a lot 
in return, in the form of information and intelligence about the work of the organisation. 
Moreover, ministries of foreign affairs and development agencies are often underpressure 
from line ministries to maintain even small contributions to specialised organisations. 

DAC peer reviews have recommended that some countries, mainly the smaller ones, 
should take a more focused approach to the multilateral system so that they can become 
more influential. Only a few countries have followed up on this recommendation and 
reduced the number of multilateral organisations they engage with {e.g. Ireland: see Box 3.1), 
This means there is scope for further rationalisation. 


Box 3.1. Ireland’s rationale for multilateral engagement 

In 2001, Ireland took a strategic approach to multilateral engagement, reducing the number 
of UN partners from 35 to 20. Ireland stopped making symbolic contributions and contribu- 
tions to agencies that had a poor fit with Ireland’s development objectives in general. However, 
in 2003. the DAC recommended that Ireland pursue an even more strategic and programmatic 
engagement with key multilateral agencies. Ireland followed up this recommendation by 
undertaking a strategic review in 2006-07. The recommendations of this review have been 
implemented, resulting in focused and strategic partnerships with ILO, UNICEF, UNFPA 
and UNHCR. Further agreements with UNDP and WHO are pending. Ireland has improved 
the predictability of its contributions to these agencies by committing multi-annual funding 
based on agreed development objectives. The shared objectives draw on the Strategic Plan of 
the partner organisation and include agreed indicators to ensure quantitative evidence. Ireland 
synchronises the timeframes of funding commitments and planning horizons with partner 
organisations. Where a Strategic Plan covers four years, Irish Aid commits funding for four 
years, contingent on progress towards the agreed objectives. Progress is assessed annually in 
bilateral consultations, by Irish field offices reporting at country level and by other means. 

Source: OECD (2003). DAC peer review of Ireland. Paris and Irish Aid. Department of Foreign Affairs. 


Multilateral strategies 

DAC member countries express a broad spectrum of ver\- similar objectives and 
priorities for multilateral co-operation. All DAC member countries put a high priority on 
engaging with multilateral organisations. Nevertheless, many recent DAC peer reviews 
have recommended that countries should be more strategic and more focused in engaging 
with multilaterals, and that they should develop comprehensive multilateral strategies. A 
growing number of DAC member countries have either implemented, or are in the process 
of developing, a strategic framework for their policy and engagement with multilateral 
organisations. These frameworks define priorities and objectives for multilateral aid. In 
other countries, multilateral priorities are set out in development policy documents, such 
as white papers. However, the level of detail about priorities and objectives for multilateral 
development co-operation differs from one country to another. In some countries. 
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strategies are comprehensive, the result of extensive consultation; in others, the strategies 
arc more like working papers than politically endorsed strategies. 

Among DAC member countries there are two main ways of framing objectives and 
priorities as regards engagement w ith multilaterals. Countries either align their multilateral 
policies with their bilateral priorities and objectives, or they complement their bilateral strat- 
egy by engaging with multilateral agencies in regions, countries and sectors not reached by 
their bilateral aid. Most DAC member countries take the first approach. 

Main objectives and priorities of DAC member country multilateral policies 

The overarching aims of multilateral engagement, stressed by nearly all DAC members, 
are to reduce poverty and achieve the MDGs. Many DAC member countries also stress 
health and gender equality as priorities for multilateral engagement, as well as issues such 
as climate change, support for fragile states, and protection and promotion of human rights 
(Figure 3.1). They also emphasise the value of multilateral institutions in setting standards 
for successful economic, social and environmental policies, and playing a crucial role in 
implementing and coordinating development co-operation in developing countries. 

Another reason why DAC member countries engage and work with multilaterals is 
to improve multilaterals effeetiveness and efficiency. Some stress the need to delimit 
the mandates and define the specific strengths of the institutions more clearly, and to 
exploit their strengths more vigorously. Another priority eommonly expressed is for the 
multilateral organisations to co-operate and coordinate their activities. Countries call for 
co-operation and coordination not only within the UN system but also between the UN and 
the international financial institutions (IFIs). 

An examination of how indi\ idual DAC member countries engage with the three major 
players in the multilateral system (IFIs, the UN and the EC) points to the specific priorities 
of individual countries and the particular advantages they derive from engagement. 
Countries have many priorities in common, such as reducing poverty and aehieving 
the MDGs, but some of their specific priorities mean that they use specific multilateral 
institutions. In making decisions on allocating aid. donors weigh up the advantages of 
lending institutions such as the IFIs against other multilaterals which make grants, as well 
as taking into account their relative focus on low- and middle-income countries. 

With respect to development eo-operation with IFIs, many DAC member countries 
say their priorities are micro-finance, private sector development, infrastructure, fragile 
states, good goLcrnance, regional integration, and advisory and analytical services. In 
co-operating with the UN system, DAC member countries stress reforms and the "One 
UN”- as key priorities. They also stress the eore advantages of the UN in areas such as 
peace keeping and conflict prevention, humanitarian aid, fragile states and food security. 
Some countries also mentioned the value of the UN’s dual role as convenor/capacity builder 
on the one hand and disburser of aid on the other. But they also noted that this dual role 
poses challenges in coordinating development and humanitarian responses effectively. 

The priorities of DAC-EU countries as regards development co-operation with the EC 
include effective delivery of aid, implementation of the Code of Conduct on Complementa- 
rity and the Division of Labour in Development Policy, policy coherence, and coordination 
of EU aid funds. Flowever. the multilateral aid strategies and policy documents of most 
DAC-EU countries do not give as much attention to their priorities for engaging with the 
EC as they do to their priorities for engaging w ith other major ageneies. Given that the 
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EC is the largest recipient of multilateral aid, future peer reviews could give more atten- 
tion to this. During 2008, the 11 countries in the Multilateral Organisations Performance 
Assessment Network (MOPAN) assessed EC development co-operation for the first time. 
The report was published in January 2009. The latest peer review of the EC in July 2007’ 
could also be useful to DAC-EU countries in reviewing their strategies for development 
co-operation with the EC. 

Overall multilateral strategies 

Almost half DAC member countries have reeently developed - or are in the process 
of developing - a comprehensive multilateral aid strategy. Denmark. Germany. Greece, 
Portugal and Spain are all in the final stages of adopting multilateral strategies, whereas 
Finland. Luxembourg. New Zealand, Sweden and Switzerland are already implementing 
theirs (see Boxes 3.2 and 3.3 for two examples). The strategies differ in nature and scope. 
Some may work better than others as political tools to guide the multilateral aid allocation 


Box 3.2. Sweden’s multilateral strategy 

Sweden launched a Strategy for Multilateral Development Co-operation in April 2007 
as a first step towards clearer and more results-oriented Swedish involvement in multilateral 
development co-operation. The Strategy states that relevance and effectiveness are the main 
criteria for assessing and deciding on aid channelled through multilaterals. Relevance means 
that activities should be compatible with Swedish development goals and the role of the multi- 
lateral. Effectiveness means that the multilateral should contribute to agreed goals, and that the 
activities should be results-oriented and use aid resources effectively. The Strategy emphasises 
effectiveness as embodied in the Paris Declaration, such as a focus on results, evaluation, reli- 
able auditing, co-ordination with other development actors and the private sector, and respect 
for national ownership. 

Sweden will assess multilateral partners according to these criteria for relevance and 
effectiveness. The assessments will guide financing decisions in annual budget rounds and 
replenishments. The Strategy sketches out the principles for setting priorities which Sweden 
will use as a basis for deciding multilateral allocations. If a multilateral is deemed not relevant, 
contributions will be reduced and possibly phased out. If a multilateral is deemed to be rel- 
evant contributions will depend on its effectiveness and the progress it is making to improve 
effectiveness. The Strategy directs that financing should contribute to adequate and predictable 
funding, and indicates that Sweden prefers non-earmarked contributions and long-term financ- 
ing. The Strategy explains the risks in earmarking funding, including a lack of focus on core 
activities, lack of clarity in distribution of work and the danger of undermining accountability. 
Sweden will contribute to vertical funds only in special cases and give multi-bi support only in 
the context of countiy programmes or activities prioritised by Sweden. Humanitarian financing 
should follow internationally agreed good practices in humanitarian donorship. 

Finally, the Strategy sets out the need for Sweden to develop new instruments and work- 
ing methods in multilateral development co-operation. Among these are: (a) an assessment 
template; (b) organisation-specific strategies for the most important institutions; (c) a review of 
the division of labour between the Ministry of Foreign Affairs and Sida as regards multilateral 
co-operation; and (d) a review of statistics and reporting on multilateral aid. 

Source: Ministry of Foreign Affairs (2007), Strategy for Multilateral Development Co-operation, 
Stockholm. 


DAC REPORT ON MULTILATERAL AID, 2008 - © OECD 2009 


38 - CHAPTER 3: MULTILATERAL AID POLICIES OF DAC DONORS 


Box 3.3. Switzerland’s multilateral strategy 

In 2005. the Federal Department of Foreign Affairs’ Swiss Agency for Development and Co-operation 
(SDC) and the State Secretariat of Economic Affairs (SECO) approved Switzerland’s Multilateral Development 
Co-operation Strategy. The Strategy is the basis for co-operation between the SDC and SECO in exercising their 
multilateral development co-operation mandate. Switzerland stresses that, as a small country’, it has an interest in 
a multilateral system that functions effectively. In all multilateral activities, Switzerland commits to achieving the 
MDGs and emphasises that this will only be possible by co-operating politically and financially with multilateral 
institutions. The Strategy defines the following principles for multilateral commitments: 

• Strengthen the multilateral system. Sharing tasks and coordination within the multilateral system must 
improve; the multilaterals must concentrate on areas and functions to which they bring political legitimacy 
and m which they have clear comparative advantages in terms of expertise and financial conditions. 

• Co-operation in the multilateral system must be results-oriented 

• Set priorities. Engagement with multilateral institutions and programmes should be prioritised according 
to criteria such as a focus on results and strategic and/or political relevance. Institutions that are important 
in development financing architecture, arc important for Swiss Foreign Policy and play a leading role in the 
global policy dialogue {e.g. UNDP and the World Bank) are a high priority. Organisations with a regional 
outreach or specialised UN agencies with limited strategic scope are a lower priority. 

• Seek synergies with bilateral development aid: Optimise synergies between multilateral and bilateral 
efforts. 

• Select new multilateral partners carefully : Switzerland will participate selectively in new forms of multilat- 
eral co-operation, new multilateral initiatives and new programmes, evaluating them openly but critically. 
New institutions must prove that they add value to the multilateral system. 

• Actively support partner countries: Switzerland will endeavour to build alliances with partner countries in 
the South and strengthen their presence in relevant organisations. 

The Strategy sets out guidelines and questions to be answered in monitoring co-operation and performance 
reviews of multilateral partners: 

• Is the involvement in multilateral development co-operation relevant, results-driven and transparent? 

• Do the partners exhibit clear comparative advantages, engage m dialogue and exhibit learning and good 
governance? 

• Is Switzerland’s involvement likely to exert a significant influence on the partner institution, create added 
value in terms of development impact and help promote other Swiss interests and/or concerns? 

• Must Switzerland enter new areas, change its priorities, build capacities and/or make modifications? 

To supplement the Multilateral Strategy, Switzerland has developed guidelines (Institutional Strategy 
Papers) including detailed objectives and priorities for co-operation with major multilateral partners such as the 
World Bank, UNDP and the African Development Bank. Switzerland is in the process of developing a monitor- 
ing instrument for measuring the results and effectiveness of strategic multilateral partners. 

Source: Swiss Agency for Development and Co-operalion and the Federal Department of Economic Affairs (2005), Switzerland's 
Multilateral Development Co-operation Strategy, Berne. 
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process. Several define both priorities and the implementation process; others are less 
specific and provide little guidanee on framing policy and making decisions on allocations. 

Another way that DAC member countries guide multilateral engagement and decide 
on allocations to multilaterals is by developing specific strategies for individual multilat- 
eral agencies. The UK guides multilateral engagement in this way. DFID has dcr clopcd 
Institutional Strategics and Performance Frameworks for each of the main multilateral 
organisations. These set out how DFID aims to achieve its White Paper* objectives with 
each organisation. The strategies set the framework for engagement with the multilateral 
and. based on its mandate and effectiveness, the role it will play in achieving DFID's 
overall vision. The strategies also define the objectives for partnership, strategies for finan- 
cial support, and action plans to assess progress against agreed objectives. Institutional 
Strategies take a partnership approach, emphasise joint setting of objectives and mutual 
benefit, and serve as a tool for justifying, negotiating, implementing and monitoring part- 
nerships. DFID produces these strategies every 3-4 years in consultation wdth each mul- 
tilateral. and a range of civil society and other organisations. The Institutional Strategies, 
however, do not provide guidance on how to allocate multilateral funds between multilat- 
eral donors. 

Partnership agreements 

Most DAC member countries have partnership agreements with several multilateral 
organisations. This form of co-operation has become increasingly popular in recent years. 
In response, some multilateral organisations have developed new funding rules so as to 
become more flexible. These new rules allow' donors to voluntarily contribute core funds 
(funds that are not earmarked) over and above their assessed contribution. Flowever, this 
raises an issue with regard to reporting ODA where a coefficient is applied to calculate the 
ODA-eligible part of core contributions to a multilateral agency. Any additional funding 
that is not earmarked should be reported applying the same coefficient, unless the funding 
can be shown to be only for ODA-eligible purposes, for example, technical co-operation 
with developing countries.’ 

The International Labour Organisation (ILO) examined some of its partnership agree- 
ments with donors (Box 3.4). The findings suggest ways in which donors could usefully 
apply Paris Declaration principles to non-core funding channelled through multilateral 
organisations. A partnership agreement with a donor gives the ILO greater ownership of 
non-core funds. As the study notes, the so-called “core-voluntary account” aligns w'ith ILO 
programme and budget priorities. Eight donors have harmonised their reporting standards 
to “fully align with ILO’s result-based and reporting frameworks” (i.e. use ILO systems) 
which fosters mutual accountability and managing for results. Another example of how' 
DAC members are putting Paris Declaration principles into practice in a multilateral 
organisation is their voluntary contributions to the DAC Secretariat. These contributions 
arc consolidated into accounts that are aligned with the programme of work and budget. 
Flarmonised reporting focuses on results and builds on the move by OECD countries 
towards results-based reporting. Ownership is shared because priorities are set by the DAC, 
and the Secretariat is free to implement them in the most effective way. In both the ILO 
and DAC examples, the reforms have led to more predictable long-term funding, which in 
turn leads to more effective outputs because less lime is spent chasing funding and more 
on substantive work. The DAC should examine how such evolving principles of “good 
multilateral donorship” could be adopted more widely'. 
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Box 3.4. ILO perspective 

The International Labour Organization (ILO) is the tripartite UN agency that brings together governments, 
employers and workers of its 182 member states to promote decent working conditions throughout the world. The 
new MDG Target LB “Achieve full and productive employment and decent work for all, including women and 
young people” reflects the mandate of the ILO. The work of the ILO is financed partly by assessed contributions 
from its members (core budget 2008-09: USD 641 million), and partly by volimtaiy' extra-budgetaiy' contributions 
from more than 60 donor institutions (average USD 1 94 annually 2003-07). Contributions for 2008 look promising, 
with a total of USD 21 5 million pledged by October 2008, compared to USD 70 million for the same period in 2007. 

Recognising the need to promote donor collaboration and reduce transaction costs, in 2004 the ILO 
Governing Body adopted a strategy to mobilise voluntary contributions. In June 2006, the International Labour 
Conference reaffirmed that technical co-operation will continue to be the major means whereby the ILO will 
realise its objectives. The “Declaration on Social Justice for a Fair Globalization” (ILO, 2008) will be the guide 
and instrument for allocating resources to demand-driven and nationally-owned implementation of the Decent 
Work Agenda, in line with aid effectiveness principles. 

The ILO and its constituents have since established a Regular Budget Supplementary Account (RBSA).The 
RBSA is a “core-voluntarv account”, for un-earmarked voluntary contributions over and above their assessed 
contributions. These voluntary contributions allow donors to expand and deepen ILO’s capacity to deliver on 
programme and budget priorities, in particular the implementation of Decent Work outcomes and priorities that 
contribute to UNDAFs and national development frameworks. So far. eight donors have contributed more than 
USD 42 million. They have also agreed to uniform reporting standards that fully align with ILO results-based 
programming and reporting frameworks. 

The ILO seeks the support of donors and its constituents to: 

• Move towards a three-pronged approach to funding technical co-operation, which should be un-earmarked, 
predictable, inclusive and linked to decent work outcomes, through: (1) RBSA, (2) multi-annual partnership 
agreements, and (3) access to UN joint programmes, including the “One UN” Funds: 

• Facilitate greater coordination among ILO donors by organising regular meetings with the donor commu- 
nity, where the ILO will present a broad outline of its work and technical co-operation programmes. These 
meetmgs will help streamline cycles of planning and submissions, project design, budgeting, reporting and 
evaluation procedures, as well as financial and legal requirements. This will reduce the high transaction costs 
involved m adapting and applying multiple donor-specific contract requirements; 

• Promote normative and rights-based approaches as well as gender equality in partnership agreements, pro- 
posals, programmes and projects; 

• Support the development and submission of specific products and proposals tailored to employer and worker 
organisations, and develop incentives for promoting tripartism across the technical co-operation programme; 
and 

• Work with the ILO’s International Training Centre in Turin. Italy. 

In early 2007, the ILO conducted an internal review of multi-annual partnership agreements with nine DAC 
donor countries. The objective was to identify good practice and assess how well these agreements incorporated 
policy decisions taken by the ILO Governing Body. All partnership agreements aligned well with the strate- 
gic priorities of the ILO. However, ILO Governing Body policy decisions concerning technical co-operation 
and gender equality, tripartism. International Labour Standards and capacity development through the ILO’s 
International Training Centre were unevenly implemented. Partnership goals and outcomes had been defined 
in consultation with each donor, and three donors out of nine earmarked funds for specific programmes and 
projects m selected regions and countries. Only five out of nine partners fully aligned funding timeframes with 
ILO programming cycles and, in most cases, timeframes were deemed to be too short to demonstrate results. 
Eight out of nine donors released funds reliably and predictably. Donor reporting requirements harmonised with 
standard ILO reporting cycles in only five out of nine cases. 
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Box 3.4. ILO perspective 
(continued) 

When compared with a project-by-project approach, partnership agreements provide more reliable, better 
planned and more predictable voluntary financing for the ILO technical co-operation programme. Nevertheless, 
there is considerable room for the ILO and donors to better align voluntaiy^ contributions with ILO technical 
co-operation. There are also opportunities to reduce transaction costs by further harmonising donor financing 
and reporting arrangements with ILO programming and reporting cycles. 

Source: ILO 


Managing multilateral assistance 

The way DAC countries internally manage and organise multilateral assistance and 
strategic relationships with multilateral agencies varies. Almost all countries divide admin- 
istrative and policy responsibilities among different ministries. However, how they do this 
differs from one member country to another. Usualh . ministries of finance manage core 
contributions and lead policy dialogue on the MDBs, especially as regards the World Bank, 
whereas ministries of foreign affairs or, in some cases, member development agencies, are 
responsible for relations with most other multilateral agencies. The responsibility for mul- 
tilateral issues within ministries of foreign affairs, including multilateral co-operation and 
policy, typically lies with a specific department or section where there are separate teams 
dealing with the UN agencies, the EC (where relevant) and. in some cases, international 
financial institutions. In all cases ministries of foreign affairs coordinate policy on multi- 
lateral organisations with other line ministries. 

In the case of specialised UN agencies, relationships often span several ministries. Core 
contributions and relationships with the World Health Organisation (WHO), for example, 
arc usually led by ministries of health, but may be backed up by both development and 
technical specialists within development agencies or ministries of foreign affairs. Other 
areas in which there is close co-operation between ministries of foreign affairs (or 
development agencies) and other ministries are climate, agriculture and employment. In 
these areas, environment, agriculture and labour ministries respectively either have lead 
responsibility or provide technical expertise. In most DAC member countries civil society, 
including academia, think thanks and NGOs, also plays an important role in framing 
multilateral policies. 

Some countries emphasise the need to make their multilateral co-operation policy 
more coherent. Ireland, for example, has set up a new Inter-Departmental Committee 
on Development to strengthen internal coherence in the government's approach to 
multilateral development in general, and to make tlie best use of the expertise and skills 
across the public services.® Another example is the Belgian intergovernmental coordination 
mechanism (COORMULTI) which ensures coherence in multilateral issues. Promoting 
greater coherence among ministries responsible for different aspects of multilateral aid 
is a particular challenge for DAC member countries. They need to link all facets of their 
national aid systems which affect the multilateral development channels, in the interests 
of more efficient world-wide aid architecture and more impact in the field. This push for 
coherence is consistent with the UN High Level Panel Report “Delivering as One”, which 
recommends an all-of-govcrnmcnt approach to coordinate the positions taken by donor 
representatives in the decision making structures of each relevant UN organisation. 
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DAC peer review and other national review recommendations for multilateral 
engagement 

DAC peer reviews include a short section on multilateral aid and often make specific 
recommendations for engaging with multilateral agencies. DAC member countries address 
these recommendations at varying rates and to various extents. As mentioned above, some 
countries have already addressed - or are in the process of addressing - one of the recom- 
mendations made in peer re\ iews and have developed comprehensive multilateral strategies. 

DAC peer reviews recommend that member countries that channel a large propor- 
tion of non-core funding through multilateral agencies should takes measures to avoid 
"bilateralising“ multilateral aid. Within the DAC there are conflicting views on non-core 
aid. Significant amounts of non-core funds, particularly when earmarked for specific 
sectors or countries, may redirect the priorities of a multilateral agency and diminish the 
multilateral nature of the institution. Some also argue that the grow'th in earmarked funds 
channelled through the UN system may even impede the "One UN” reform. On the other 
hand, some DAC members consider that voluntary contributions are a key mechanism for 
gaining influence, directing the focus of programmes and increasing the effectiveness of 
multilateral agencies. Administration fees may encourage some bilateral donors to earmark 
funding or to choose one agency over another. 


Box 3.5. Management of European Commission assistance 

The European Commission (EC) is unique among DAC members in that it plays a dual 
role in development assistance. The EC manages funds on behalf of the EU (European Union), 
acts as a “federator'” of aid from the 27 EU Member States and contributes non-core funding 
to multilateral organisations. The European Development Fund (EDF) can be considered to 
be a multilateral agency, with EUR 22.7 billion committed to the tenth replenishment cover- 
ing 2008-13. The EDF is replenished periodically by the 27 EU Member States that negotiate 
specific contributions key for each replenishment. For the annual budget, the EC proposes, and 
the European Parliament and the Council (Member States) decide, how much funding from the 
EC’s own resources will be provided tor development activities that will be implemented by the 
EC. Programming and implementing development co-operation activities is largely the respon- 
sibility of the Commission. The key actors are the Directorate General (DG) Development 
(in charge of overall development policies and relations wdth sub-Saharan Africa, Caribbean 
and Pacific (ACP) States), the DG External Relations, the DG Enlargement, the EuropcAid 
Co-operation Office (the office created in 2001 to implement the Commission's external aid 
instruments) and the European Commission Humanitarian Aid Office (ECHO). 

The EC co-operates with multilateral organisations where such co-operation supports EC 
policy objectives and adds value. Decisions to fund particular programmes are based on select- 
ing the most appropriate channel to achieve geographical or thematic policy objectives. The 
Directorates General (DGs) responsible for policy and programme guidance (Development, 
External Relations) and EuropeAid co-operate closely to manage EC external aid. The 
Commission has progressively devolved management of aid programmes to field delegations 
and only a few programmes are still managed from headquarters. The Directorates General 
for Enlargement and Humanitarian Aid manage pre-accession aid and humanitarian assistance 
respectively. Many other DGs channel small amounts of funds through multilateral organisa- 
tions and most have a unit responsible for relations with international organisations. 

Source: The European Commission 
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DAC thinking in this area needs to be clarified. If there is general acceptance that the 
Paris Declaration principles should be applied then funding should take "‘programme-based 
approaches” that align with the priorities of each agency as set out in programmes and 
agreed by the Executive Board. This minimises the risk of distortion. DFID has addressed 
some of the risks associated with earmarked funding by launching a new allocation 
instrument which gives multilaterals incentives to provide more and better development 
results (Box 3.6). 


Box 3.6. DFID performance funding 

DFID seeks to give more core funding to the more effective UN agencies. It will do this by 
giving performance bonuses to agencies that achieve agreed performance targets. It also wants 
funding to be more effective. Cutting back on earmarked funds and increasing the amount of 
pooled or core funding will encourage UN agencies to set priorities with partner governments. 

DFID will assess the perfoiinance of UN agencies according to targets and indica- 
tors defined m UN agency plans and will reward those that meet targets with more core funding. 
These “performance bonuses” complement and do not replace approved multi-year contnbutions 
to the core resources of agencies. The aim is to progressively provide more and better funding 
to UN agencies that perform well and meet agreed targets. 

Source: DFID 


In some DAC member countries, national audit offices also deal with aspects of mul- 
tilateral co-operation and make recommendations with respect to development assistance. 
In the UK. Denmark and Germany, audit offices make recommendations on assessments, 
strategies, review of multilateral portfolios and external evaluation tools. Countries usually 
follow up on these recommendations from their audit offices. 

Allocation and scaling up of multilateral aid 
Capping multilateral aid 

In allocating bilateral and multilateral aid only a few^ DAC member countries put a cap 
on multilateral aid. One of these is Germany , which stipulates that annual allocations to 
multilateral organisations must not exceed one-third of the Federal Ministry for Economic 
Co-operation and Development (BMZ) budget. In some instances, this cap has meant 
that there have been minor amendments to allocations at the expense of multilateral 
organisations. 

There arc pros and cons regarding these types of predetermined allocations. While, for 
example, the debate in Switzerland about introducing a cap on multilateral aid continues, 
other countries, such as Denmark, have replaced a cap on multilateral aid with a policy 
of putting funds where they are most likely to achieve results. In other words. Denmark 
applies the effectiveness principle. 
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Scaling up multilateral aid 

Multilateral replenishments 

In 2007. the donor community was “tested” on promises and commitments to scale 
up ODA during the replenishment negotiations with major multilateral organisations. At 
the IDA 15 replenishment discussions in December 2007, donor countries pledged a record 
USD 25.1 billion for the World Bank. Together with donor compensation under multilateral 
debt relief (MDRI) debt forgiveness, credit flows and expected World Bank Group 
transfers, the IDA15 replenishment total was USD 41.6 billion, that is USD 9.5 billion 
(25%) more than the previous replenishment (IDA14). Not only was the total a record, but 
the number of countries making pledges (45 countries) was the highest in IDA history.’ 

At the end of 2007 donor countries also agreed on a record level of support, USD 8.9 bil- 
lion, for the concessional arm of the African Development Bank (AfDB) in the eleventh 
resource replenishment (ADFll) - an increase of 52% compared to the previous replen- 
ishment (ADFIO).® In May 2008 the Asian Development Bank (AsDB) secured a total 
of USD 11.3 billion for its concessional development fund over the next four years - an 
increase of more than 60% over the previous period, though some is from reflow s and inter- 
nal resources.’ Replenishments of other large funds, such as The Global Fund, the Global 
Environment Facility (GEF) and GAVI Alliance, have also recorded significant increases. 

The latest replenishments testify to a strong willingness among donor countries to 
scale up aid through multilateral organisations. There will, however, be a time lag before 
these funds reach developing countries. The funds will count as ODA in 2009-10 when 
donors deposit promissory notes with the IFIs. Based on these inflows the IFls will commit 
future spending in countries from 2009 to 2012. These firm commitments will help 
partner countries to plan their spending. However, this financing process (replenishment 
=> promissory notes => commitments => expenditure) means that much of the scaled-up 
funding will only reach countries after 2010. 

Survey on scaling up 

In late 2007 and early 2008 the DAC conducted the first full annual Survey on Aid 
Allocation Policies and Indicative Forward Spending Plans.'” The survey identified 
resource gaps and opportunities for scaling up in partner countries. The work will 
stimulate improvements to the predictability of aid in the medium term, as called for in 
the Paris Declaration and by the UN Secretary General's MDG Africa Steering Group. 
The survey focuses on how DAC donors and ten multilateral organisations plan to allocate 
funds to partner countries. However, to improve predictability it is also important for 
donors to be forthcoming about their plans to scale up contributions to multilaterals. Future 
surveys will cover this aspect. 

Donor plans to scale up multilateral aid 

In preparation for this report, DAC member countries were asked whether or not they 
have specific plans to scale up allocations to multilateral organisations. In general, DAC 
member countries do not have specific plans to scale up multilateral aid allocations at this 
stage. However, at least two countries stress that in scaling up aid they will allocate more 
to multilatcrals (Box 3.7). 
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Box 3.7. UK and Spain - Scaling up aid to multilateral organisations 

The White Paper Eliminating World Poverty: Making governance work for the poor ^ 
empha ises the UK's strong determination to deliver on the commitments made at Gleneagles 
in 2005, The UK plans to increase its development budget to the UN target of 0,7% of GNI by 
2013, The UK stresses that international organisations play a major role in delivering aid and 
that donors will need to rely more on multilateral ehannels to distribute the bigger alloeations, 
DFID publishes plans for forward spending in the DFID Annual Report, which also includes 
details of projected core funding to multilaterals and headline projections for non-core funding. 
However, these figures are indicative and subject to change, 

Spain’s multilateral aid has grown substantially in the last few years and now represents 
more than half (core and non-core) of total ODA, The rapid growth was from a low base and 
was spurred by a political commitment to engage with the multilateral system, particularly the 
UN, In further scaling up aid, Spain plans to level off the multilateral share at roughly where it 
stands now. To manage the rapid increase in multilateral funding, Spain has developed a mul- 
tilateral strategy which sets out its guidelines for selecting and concentrating resources. Spain 
is also considering a shift to multi-annual planning for its multilateral assistance, through 
bilateral agreements at least for core funding and especially for the main UN agencies, in order 
to increase predictability. 

1. DFID (2006), Eliminating World Poverty: Making governance work for the poor. London (hllp:// 
www.dfid.gov.uk/Pubs/riles/whitepaper2000.pdf). 

Source: DFID and Ministry of Foreign Affairs and Co-operation of Spain. 


DAC REPORT ON MULTILATERAL AID, 2008 - © OECD 2009 


46 - CHAPTER 3: MULTILATERAL AID POLICIES OF DAC DONORS 


Notes 


1. The regular budgets of UN specialised agencies are financed primarily through assessed 
contributions. The General Assembly determines the share of eaeh member. This is in 
contrast to contributions to UN funds and programmes which are entirely voluntary. 

2. “One UN” refers to the current reform “Delivering as One” in the United Nations (see Chapter 9 
for details). 

3. http://www.oecd.Org/document/0/0.3343.en_2649_34603_38897408_l_l_l_l.00.html 

4. DFID (2006). Eliminating World Poverty: Making governance work for the poor. London 
(hllp://www.dfid. gov.uk/Pubs/files/whilepaper2000. pdf). 

5. Contributions to many UN specialised agencies that are not earmarked are not fully counted 
as ODA when these agencies: (a) do not ha\c a mandate entirely devoted to development 
and. (b) carry out activities that do not qualify as ODA: or (c) do not specifically target their 
activities to countries on the DAC List of ODA recipients. 

6. Government of Ireland (2006). White Paper on Irish Aid. Dublin (www.irishaid.gov.ie/ 
whitepaper/). 

7. The World Bank (2007). Chairman's Summary: IDA Deputies Meeting. Berlin. Germany. 
13-14 December 2007. http://siteresources.worldbank.org/IDA/Resources/Seminar%20 
PDFs/73449-1172525976405/3492866-1175095898235/BerlinSummary.pdf 

8. http://www.afdb. org/portal/page?_pageid=473.10476268&_dad=portal&_schema=PORTAL. 

9. http://www.adb.org/Media/Articles/2008/12460-asian-development-fund/default.asp. 

10. OECD (2008). Scaling Up: Fragmentation, Aid Allocation and Aid Predictability. Paris 
(www.oecd.org/dac/scalingup). 
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Chapter 4 

Bilateral and Multilateral Allocations 


The study of DAC member country strategies on multilateral assistance (Chapter 3 
and the Appendix) indicated that they have common priorities in their engagement 
with multilateral organisations, and share perceptions of the comparative advantages of 
multilateral agencies in specific regions and sectors. To test whether or not DAC countries 
act on these priorities and perceptions, this ehapter eompares multilateral and bilateral aid 
allocations in different ways. The main comparison is between bilateral aid and multilateral 
expenditure from core-funds. Partial estimates of commitments of non-corc funding are 
given for comparison where possible. Three dimensions of the distribution of ODA across 
partner countries are examined: (a) geographical distribution; (b) distribution by partner 
country income; and (c) distribution by sector. The examination of distribution by seetor 
includes studies on the distribution of ODA for health and infrastructure. Finally, this 
chapter describes the allocation systems of multilateral development banks and gives 
examples of how three UN agencies (UNICEF. UNDP and UNFPA) and The Global Fund 
make allocations. 

Geographical distribution of ODA 

Figure 4. 1 shows that the regional distribution of aid from multilateral ageneies (core 
funds) differs from the regional distribution of bilateral aid. The multilateral organisations 
provide nearly two-thirds of their aid to sub-Saharan Africa, and South and Central Asia, 
whereas DAC countries provide just over a third of their bilateral aid to these regions. The 
multilaterals allocate 40% to the sub-Saharan African region alone (Figure 4.1b) compared 
to 25% allocated bilaterally (Figure 4.1a). The allocations by mullilaterals align with the 
priority accorded to Africa by many DAC member countries in their multilateral strategics. 
Moreover, nearly all multilateral aid is allocated by region, while 20% of bilateral aid is 
allocated to global programmes. 

As mentioned in Chapter 3, a common reason why DAC member countries engage with 
multilateral organisations is because of their neutrality, which enables the multilaterals to 
work in states in situations of conflict and fragiliU' (fragile states). Figure 4.2 shows the 
share of bilateral assistance and the share of multilateral assistance that goes to fragile 
states.' Fragile states receive 17% of multilateral ODA. compared with 13% of DAC 
bilateral ODA. Excluding the three largest fragile states (Afghanistan. Sudan and the 
Democratic Republic of the Congo), the multilateral share is 13% compared with a bilateral 
share of 7%. Flence. multilateral agencies focus somewhat more than bilateral donors on 
fragile states. Flowever. they perhaps do not give as much priority to fragile states as the 
multilateral strategies of DAC member eountries indicate they should. The UN system is 
an important player in fragile situations but the data do not cover all UN agencies. Plus. 
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a relatively large share of non-core funding is distributed to fragile states (Figure 4.3b), 
This means that the distribution of multilateral aid to fragile states shown in Figure 4.2 is 
understated. 


Figure 4 1 Distribution of multilateral and bilateral aid by region 2006 

Gross disbursements (excluding debt relief) 2006, USD billion 

4.1a DAC Bilateral 4.1b DAC Multilateral 




Source: DAC Aggregate Statistics 


Note: Data on the multilaterals are incomplete. Around 23 of the major organisations are included, including 
8 UN agencies. 


Figure 4.2. Distribution of bilateral and multilateral aid to fragile states 2006 

Gross disbursements (excluding debt relief) 2006. USD billion 


4.1 a DAC Bilateral 



4.1b Multilateral 



■ Multilateral (excl. fragile states) ■ Fragile states 


Source: DAC Aggregate Statistics 

Note: Data on the multilaterals are incomplete. Around 23 of the major organisations are included, 
including eight UN agencies. 
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Figure 4.3 shows the geographical distribution of commitments of multilateral non-core 
funding. The share of non-core aid allocated to global programmes is relatively large. The 
distribution of non-core funding by region is similar to the distribution of core funding. 
Fragile states receive 26% of non-core funds reflecting donor policies to engage with these 
stales through the multilateral system. 


Figure 4.3 Multilateral non-core funding by region and fragile states 2006 

Commitments (excluding debt relief) 2006, USD billion 


4.3a by region 


4.3b By fragility 
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Source: Creditor Reporting System data on channel of delivery for 17 DAC members; partial reports from France 
and Japan. UK. Spain and Ireland are not included as these countries did not report channel of delivery data to 
CRS. Canada. Denmark, and Luxembourg are not included since they only report channel names and not codes. 
(This means that the estimate of non-core funds given here is lower than the estimate given in Chapter 2.) 


Distribution of ODA by income of partner country 

As Figure 4.4 shows, compared to bilateral aid, the distribution of aid from multilateral 
agencies to countries by income differs even more than the regional distribution. In 2006, 
the multilateral organisations provided two-thirds of their aid to least developed and other 
low-income countries. In contrast, DAC member countries provided just one-third of their 
bilateral aid to these countries. They provided as much bilateral aid to middle-income 
countries as they did to least developed and low-incomc countries. This indicates that the 
engagement of DAC member countries with multilateral agencies does address the priority' 
of reducing poverty to a large extent. 
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Figure 4 4 Distribution of bilateral and multilateral aid to countries by income 2006 

Gross disbursements (excluding debt relief) 2006, USD billion 

4.4a DAC Bilateral 4.4b Multilateral 




Source: DAC Aggregate Statistics 

Note: Data on the multilaterals are iiieomplete. Around 23 of the major organisations are included, including 
eight UN agencies. 


Distribution of ODA by sector 

The distribution of multilateral aid and distribution of bilateral aid by seetor 2004-06 
were similar (Figure 4.5 core funds).- The shares of multilateral aid for health, other social 
sectors, and economic infrastructure and services are similar to the bilateral shares, but 
a smaller share of multilateral aid is spent on education (in part reflecting donor training 
programmes funded b\’ bilateral aid) and humanitarian aid. In contrast, as expected, the 
multilateral shares of aid for general budget support and production sectors are higher than 
the bilateral shares. However. Figure 4.5 may not give a full picture of multilateral aid by 
sector because most of the UN specialised agencies do not report data on sectors to the CRS. 


Figure 4.5. Distribution of bilateral and multilateral aid by sector 2004-06 

Gross commitments (excluding debt relief) average 2004-06. constant 2006 USD billion 

4.5a D.A.C Bilateral 4.5b Multilateral 




Source: Creditor Reporting System. 

Note: Sectoral data on multilateral aid are incomplete. The data cover the EC, the World Bank, the regional development 
banks. IFAD. The Global Fund. UNAIDS, UNFPA and UNICEF. Data are missing for other UN agencies. 
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Figure 4.6 shows that multilaterals receive 35% of non-core funding for humanitarian 
purposes, compared with the only 8% of their core funding they allocate for humanitarian 
purposes. Not surprisingly, multilaterals receive relatively little non-core funding for 
budget support and infrastructure. Otherwise the distribution of multilateral core and 
non-core funding is similar, which suggests that earmarked funds distort allocations to a 
relatively minor extent. 


Figure 4.6. Multilateral non-core funding by sector 2006 

Commitments (excluding debt relief) 2006. USD billion 
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Source: Creditor Reporting System data on channel of delivery for 17 DAC members (only 
partial coverage for France and Japan) UK. Spain and Ireland are not included as these 
countries did not report channel of delivery data to CRS. Canada. Denmark, and Luxembourg 
are not included since they only report channel names and not codes. (This means that the 
estimate of non-core funds given here is lower than the estimate given in Chapter 2.) 


Multilateral aid to health and infrastructure 

While DAC member countries give overall priority in their multilateral co-operation 
strategies to poverty reduction, most also regard the health sector as an important priority. 
Sector data show that least developed eountries (LDCs) reeeive the largest share of 
multilateral health ODA (43%), as expected (Figure 4.7a). In the poorest countries The 
Global Fund is the largest multilateral actor in the health sector. Contributions from 
The Global Fund account for 47% of multilateral ODA to the health sector in LDCs 
(Figure 4.7b). The alloeation of aid in the health seetor aligns with DAC donor priorities. 
The EC allocates a significant share of aid for health globally or by region, whereas most 
assistance from UNAIDS is not currently reported by country (i.e. unallocated). 
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Figure 4 7 Multilateral aid to the health sector hy country income and agency, 2004-06 

Gross commitments (excluding debt relief) average 2004-06, constant 2006 USD million 


4.7a Multilateral aid to the health sector 
by country income group 


4.7b Multilateral aid to the health sector 
by agency 




Source: Creditor Reporting System 


Many DAC member countries indieate that the infrastructure sector is important in 
terms of their multilateral co-operation, especially as regards co-operation with the mul- 
tilateral development banks. IDA and the EC are the agencies which allocate the largest 
amounts to infrastructure and services (including transport and storage, communications, 
energy, banking and business and other services) (Figures 4.8a and b). The regional devel- 
opment banks give priority to the poorest countries in allocating aid for infrastructure. 


Figure 4.8. Multilateral aid for infrastructure and services 2004-06 

Gross commitments (excluding debt relief) average 2004-06. constant 2006 USD million 

4.8a Multilateral aid for infrastructure 4.8b Multilateral aid for infrastructure 

and services by country income group and services by agency 



Source: Creditor Reporting System 
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Multilateral allocation systems 

To allocate aid the multilateral organisations use models based on country needs and 
performance. Examples of allocation models are described below. 

Multilateral development banks 

Most multilateral development banks (MDBs) consider the performance of partner 
countries when allocating aid resources (see Box 4.1). This method of allocating resources, 
known as Performance Based Allocation (PBA). has been in use for several years. MDBs 
using PBA include the African Development Bank (AfDB). the Asian Development Bank 
(AsDB), the Caribbean Development Bank (CarDB). the Global Environmental Facility 
(GEF), the Inter-American Development Bank (IDB), the International Development 
Association (IDA) of the World Bank, and the UN International Fund for Agricultural 
Development (IFAD). The allocation system of each agency, however, has evolved over 
time, often as a result of negotiations on each replenishment, where donors have discussed, 
refined and changed the PBA system. Nevertheless, PBA is still a fairly complex process 
in most MDBs. 

UN allocations — three examples^ 


United Nations Children’s Fund (UNICEF) 

UNICEF is funded exclusively from voluntary, as opposed to assessed, contributions. 
Donors contribute to the UNICEF (core) budget and also provide other resources, such as 
earmarked contributions. UNICEF co-operated with 155 countries, areas and territories in 
2007. UNICEF allocates regular (core) resources using the method described in a UNICEF 
Executive Board document and its associated resolution. UNICEF allocates funds to 
country programmes according to the following criteria: 

• At least two-thirds of regular resources for programmes will be allocated on the 
basis of three core criteria - Under-5 Mortality Rate (U5MR). GNI per capita and 
Under-18 population; 

• Each country will receive an allocation on the basis of the three core criteria, using 
the existing formula and refined weighting system given in Appendix 1 of E/ 
ICEF/1997/P.L.17; and 

• LDCs will receive 60% of the total allocation to countries; countries in sub- 
Saharan Africa will receive at least 50% of the total allocation. 

United Nations Development Programme (UNDP) 

UNDP is funded exclusively from voluntary, as opposed to assessed, contributions. 
Total resources are made up of regular contributions and other resources. Regular 
contributions to the UNDP core budget follow the criteria and appropriations established 
by the UNDP Executive Board. Other resources arc made up of contributions earmarked 
for themes, countries, regions and/or specific projects. These contributions are broken 
down into three categories: bilateral donor contributions, multilateral contributions and 
resources provided by programme countries for domestic development activities. 
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Box 4.1. Multilateral development bank resource allocation systems 

While Performance Based Allocation (PBA) systems may differ across the MDBs, all 
include two components - country performance and country needs - as key criteria in allocat- 
ing aid. 

• Countiy per/onfwnce is typically measured by a Countiy Policy and Institutional Assess- 
ment (CPIA), and by rating portfolio performance. The CPIA measures the quality of 
a country's policies and institutions, that is the extent to which policy and institutional 
frameworks in a country support sustainable growth and poverty reduction, and conse- 
quently use development assistance effectively.* The portfolio performance rating reflects 
the “health” of the MDB portfolio of active development projects in a country. 

• Countiy needs take into account the size of the population and gross national income 
(GNI) per capita. Population size and resource allocation are positively related while per 
capita income and resource allocation are negatively related. Some MDBs, such as IDA, 
also have base country allocations, which tend to benefit small states in terms of per 
capita allocations. IDA sets two criteria to ensure that resources are channelled primarily 
to LDCs: (1) relative poverty defined as GNI per capita below an established threshold 
and updated annually (USD 1 095 in fiscal year 2009); and (2) lack of creditworthiness to 
borrow on market terms and. therefore, a need for concessional resources to finance the 
country development programme. Other MDBs use similar criteria. 

While most multilateral aid resources are allocated through the PBA system (70%-80%), 
historically there have been four exceptions; 

• Post-conflict/ fragile states emerging from severe conflict or with very weak institutional 
capacity can, under certain conditions, be provided with additional resources in times 
of exceptional need. Both IDA and IFAD have a special post-conflict allocation system 
to meet the needs of such countries, while the African Development Bank (AfDB) has 
recently introduced a Fragile States Facility, which caters to the special needs of fragile 
states. The duration and size of exceptional allocations for post-conflict and fragile states 
varies among MDBs. 

• Muhi-coimtry/regional projects have received special funding, dedicated to regional 
integration and/or regional public goods. IDA and AtDB currently allocate such funds, 
while the Asian Development Bank (AsDB) intends to harmonise its approach to regional 
projects with the approaches of other MDBs. While the criteria for allocating regional 
funds differ between MDBs, most take into consideration the countries participating in 
the regional project, the evidence of country and regional ownership, and the potential of 
projects to contribute to policy harmonisation and regional integration. 

• Small states and islands (with a population of less than 1.5 million) arc often vulnerable to 
economic fluctuations and natural disasters. MDBs have different approaches to support- 
ing these states. IDA, for example, has recently raised its base annual countiy' allocation 
to about USD 2 million: AsDB has a pool of funds for Pacific states; and the CarDB has a 
special natural disaster fund to provide emergency support to Caribbean countries. 

• Capped-blend countries. Some MDBs, such as IDA, set maximum limits on allocations of 
concessional aid to countries classified as poor by per capita GNI, but which have access to 
market financing because they are creditworthy. - Allocations to these countries are capped 
at levels well below the level indicated by PBA because they have broad financing options. 
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Box 4.1. Multilateral development bank resource allocation systems 
(continued) 

Overall, PBA has helped to direct resources to countries where results are being achieved. 

A recent World Bank study^ shows that countries where policy and institutional performance 

over several decades has been good have had better human development and growth outcomes 

than countries where performance has been poor. 

Source: World Bank. 

1. The CPIA has four clusters. Clusters A-C measure macroeconomic and structural policies 
and institutions. Cluster D measures the quality of public sector management and institutions, 
sometimes also referred to as the “governance” cluster. 

2. For IDA. these countries include India and Pakistan. IDA currently caps the performance-based 
three-year allocations of India and Pakistan at 11% and 7°o of total IDA resources, respectively. 

3. World Bank, Selectivity and Performance: IDA's Country Assessment and Development Effectiveness, 
Development Economics, Office of the Chief Economist (DEC VP), February 2007. 


UNDP follows a four-year programme cycle. Programme resources are allocated in 
accordance with programming arrangements' approved by the UNDP Executive Board.' 
UNDP Executive Board legislation stipulates that at least 85% of core programme 
resources should be allocated to low-income countries (LlCs) and at least 60% to least 
developed countries (LDCs). 

UNDP allocates 80% of core programming resources directly to countr>' programmes. 
Of these. 50% are entitlement-based and allocated according to a formula established by 
the UNDP Executive Board (TRAC-1 where TRAC = "target for resource assignment from 
the core"). The formula takes into account GNl per capita, population size and other key 
indicators as defined in the UNDP programming arrangements (DP/2007/44). Allocations 
of the other 50% arc inccntivc-bascd and focus on supporting and enhancing national 
capacity for achieving the MDGs (TRAC-2). The allocations target high-impact, high- 
leverage activities. 

United Nations Popniatton Fund (UNFPA) 

UNFPA is also funded exclusively from voluntary, as opposed to assessed, contributions. 
UNFPA resources arc made up of regular contributions - donor contributions to the regular 
(core) budget - and earmarked contributions. UNFPA allocates regular contributions to coun- 
try programmes and the Global and Regional Programme (USD 1 billion and USD 200 mil- 
lion respectively 2008-11). together referred to as "total programme resources". Regular 
contributions also cover programme support costs (estimated at USD 500 million 2008-11). 

The UNFPA Resource Allocation System for country programming has been in 
place since 1996. The current version was endorsed by the UNFPA Executive Board 
in September 2007. The system is based on eight indicators relating to the goals of the 
International Conference for Population and Development (ICPD) (births attended by 
skilled attendants, contraceptive prevalence rate, adult FllV prevalence, adolescent fertility 
rate, under-5 mortality rate, maternal mortality ratio, literacy rate among 15-24 year old 
females, proportion of population aged 10-24 years) and a number of basic principles. The 
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latter include: adherence to the principles of the ICPD Programme of Action: a focus on 
financial assistance to countries with the lowest level of achievement of ICPD goals and 
phasing out assistance to countries that have attained or are close to attaining these goals: 
special attention to LDCs and other LICs, sub-Saharan Africa and countries in emergency- 
situations, transition and recovery: promotion of national capacity-building through South- 
South co-operation: and provision of technical assistance to countries that request it. 

The UNFPA Resource Allocation System classifies programme countries into three 
groups: 

A. Countries in greatest need of assistance (have met 0-4 of the thresholds for the 
eight indicators): 

B. Countries that have made considerable progress towards achieving ICPD goals 
(have met 5-7 of the thresholds): and 

C. Countries that have made significant progress towards achieving ICPD goals (have 
met all 8 thresholds). 

Group A countries receive 71-73 % of total UNFPA programme resources, whereas groups B 
and C receive 21-22% and 6-7% respectively. Allocations are subject to consultations between 
the Strategic Planning Office and the Geographic Divisions. The UNFPA Executive Director 
approves distribution to individual countries. 


Box 4.2. United Nations Development Assistance Framework (UNDAF) 

Operational planning for UN agencies at the countiv' level takes place within the UNDAF. 
The UNDAF includes all UN agencies that arc members of the UN Development Group 
(UNDO) and that constitute the United Nations Country Team (UNCT). This means that agen- 
cies (funds, programmes and specialised agencies) take part in a joint programming process 
whether or not they have core -funded country programmes. 

In brief, the UNDAF is the collective response of the UNCT to national development 
frameworks. UNDAF defines, over a five-year period, how UN agencies will support national 
development frameworks through projects and programmes. An assessment of the UN posi- 
tion (including the comparative advantage) in a country is carried out at an early stage m the 
UNDAF process. Analytical work for UNDAF is either government-led in country or based 
on UN Common Country Assessments. UNDAF cycles are aligned, wherever possible, with 
national planning frameworks. 

UNDAF operations are guided by a results matrix. This “live tool” allows programmes to 
adjust in response to UNDAF annual reviews, and UNDAF monitoring and evaluation. The 
budget for the UNDAF results matrix estimates the financial contributions required from the 
UN s}'stcm to achieve each UNDAF outcome. Each agency identifies the resources that it plans 
to contribute to both core and non-core funded activities. Agencies also identify activities for 
which funding has not been secured. Each agency subsequently commits resources according 
to their own procedures and approval mechanisms. 
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The Global Fund to fight AIDS, liiherctilosis and Malaria (The Global Fund) 

The Global Fund is a financial instrument, not an implementing entity. It was created 
in 2002 as a global public/private partnership to attract and disburse additional resources to 
prevent and treat HIV/AIDS, tuberculosis and malaria. As of November 2007, The Global 
Fund had approved funding for 450 programmes in 136 countries. Its work is guided by 
seven principles: 

• Operate as a financial instrument, not an implementing entity. 

• Make available and leverage additional financial resources. 

• Support programmes that reflect national ownership. 

• Operate in a balanced manner in terms of different regions, diseases and interven- 
tions. 

• Pursue an integrated and balanced approach to prevention and treatment. 

• Evaluate proposals through independent review processes. 

• Establish a simplified, rapid and innovative grant-making process and operate 
transparently, with accountability. 

The Global Fund finances programmes in all regions of the world. Country Coordina- 
tion Mechanisms develop proposals and grants are aw'arded through an annual application 
and approval process (funding round). Country Coordination Mechanisms include 
representatives from governments, bilateral and multilateral agencies, NGOs, academic 
institutions, private businesses and people living with or affected by the diseases. The 
Global Fund Secretariat reviews the proposals and an independent Technical Review Panel 
recommends which proposals should be approved by the Board. Approved grants are 
implemented on a multi-year schedule. A core principle of The Global Fund is performance- 
based funding. Initial funding is aw'arded solely on the technical quality of the applications, 
but continued and renewed funding depends on proven results and achieving targets. 
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Notes 


1. The World Bank List of Fragile States (2007) is used in this study, i.e. low-income countries 
scoring 3.2 and below on the World Bank Country^ Policy and Institutional Assessment 
(CPIA). http://web.worldbank.org/WBSITE/EXTERNAL/EXTABOUTUS/IDA/0..content 
MDK:21389974~pagcPK:51236175~piPK;437394~thcSitcPK;73154.00,html. 

2. The activity -level Creditor Reporting System provides the most comprehensive data on aid by 
sector on a commitments basis. To smooth fluctuations in commitments, a three-year average 
is used. 

3. Ibid. Scaling Up: Aid Fragmentation, Aid Allocation and Aid Predictability. 

4. E/ICEF/1997/P.L.17, www.uniceforg. 

5. DP/2007/44 for 2008-1.1, www.undp.org. 

6. Decision 2007/33. www.undp.org. 
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Chapter 5 

International Organisations that Receive ODA 


The 2008 version of the Development Assistance Committee (DAC) Statistical Report- 
ing Directives lists 263 international organisations to which contributions count as official 
development assistance (ODA) * An initial study of the 242 organisations that were on the 
list in 2007. based on information on their websites, covers their mandate, revenue, starting 
year and sector. The study describes only 229 agencies, as no information - not even a 
website - could be found for the other 13 organisations. Initial findings of this ongoing 
study arc presented in this chapter. 

Proliferation of organisations 

Figure 5.1 shows when international organisations were founded, by decade, and 
the main sector they address. Most of the organisations/funds have been created since 
1945. Only 15 existed in 1940. In the 1940s. 15 organisations were founded, following 
the creation of the Bretton Woods institutions in 1944 and the UN in 1945. As many 
organisations again were founded in the 1950s so that, by the end of the decade, there were 
47. But the 1960s and 1970s saw an explosion of new agencies, with the creation of major 
bodies, such as the UNDP, and African and Asian Development Banks, in the 1960s and 
10 environmental (including UNEP and Habitat) and 10 agricultural research bodies in the 
1970s. The 1980s and 1990s saw a rapid growth in agencies addressing governance and 
social issues, most of them relatively small. 

The health sector is often said to be highly fragmented, a perception which may reflect 
the grow ing number of non-official actors. As far as official health and humanitarian 
agencies arc concerned, the DAC lists 34. Almost half of these have been created 
since 1990. OCHA (1991) and ECHO (1992) reflect efforts to coordinate responses to 
humanitarian crises. UNAIDS (1996), GAVI (2000) and The Global Fund (2002) reflect 
the trend tow ards disease-specific approaches to health assistance in the last decade. In 
contrast, just 20 agencies have been created in the education sector. Since 2000, only one 
agency - to address e-lcarning - has been created in the education sector.f Two of the 
oldest international agencies on the list are in the trade and communications sector - the 
International Telecommunications Union (1865) and the Universal Postal Union (1874) - 
as well as some of the newest - the Global Alliance for Information and Communication 
Technologies and Development (2006). 


* See Annex 2 to the DAC Statistical Reporting Directives, www.oecd.org/dac/stats/dac/directives. 
A net 19 agencies were added to the list in the 2008 update, mainly small international NGOs. 
t The Education for All Fast Track Initiative (www.efafasttrack.org), created m 2002, is not on the 
list as it is a trust fund housed in, and managed by, the World Bank. 
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Source: Websites of international organisations in Table 5.1 


From the global to the tiny 

Commitmenls of core and non-core funding to these agencies were around USD 43 bil- 
lion in 2006. Two-thirds of this funding went to just five agencies (EC. IDA. The Global 
Fund, and the Asian and African Development Banks) whereas 100 small agencies (40% 
of the number of agencies), each with annual revenues of USD 20 million or less, com- 
bined receive around USD 800 million in ODA (2% of the total funds). The small agencies 
have annual revenues of USD 20 million or less. Between these two extremes are around 
50 agencies that have revenues of USD 100-500 million. Note, however, that the amounts 
mentioned here arc approximate, since many organisations - especially the smaller ones - 
do not provide information on annual contributions and budgets on their websites. 

Agriculture, livestock and fisheries organisations 

Table 5.1 gives information about the 29 agencies working in the agricultural, livestock 
and fisheries sector. Two UN agencies - FAO and IFAD - are the main players in this 
sector and. along with the Consultative Group on International Agricultural Research 
(CGIAR). are the only agencies handling over USD 100 million in ODA each year. Eleven 
agencies are estimated to handle between USD 20-49 million each and the remaining 15 
less than USD 20 million. 

There is minimal overlap in the mandates of these agencies but, while just one agency 
deals with livestock, there are seven crop-specific agencies (including two for rice) and 
eight research agencies. Despite their relatively small size these agencies, which date from 
1939 to 1993. undoubtedly provide valuable public goods in their fields. However, there 
may be scope for the three fisheries agencies in the Asia and the Pacific region to ration- 
alise their activities. 
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Note too, that the existence of a large number of multilateral organisations is not 
necessarily a negative. International organisations were often created to pool resources to 
address a particular global problem. For example, supporting the crop-specific agricultural 
research institutions of the CGIAR is a better rvay to address global problems than for each 
bilateral donor to create separate research institutes for each crop. Similarly, the Global 
Environmental Facility addresses global environmental issues in a more effective way than 
donor countries could with bilateral approaches. 

This snapshot of the agricultural, livestock and fisheries sector is an example of how' 
further work covering all sectors could identify scope for rationalisation to reduce duplica- 
tion. Further work would, at the very least, provide a better understanding of the range of 
agencies in existence. Work in 2009 w'ill provide information on the mandate and volume 
of all 263 organisations. This information will be helpful in allocating aid resources. 
Collecting information has proved time consuming, especially in the case of small organi- 
sations which have onl\ basic websites or no website at all. One clear message is that many 
of the organisations need to be more transparent, especially as regards their annual income, 
expenditure and operations. The 1 000 World Bank Trust Funds and UN earmarked funds 
and accounts will also be examined in the next report. 
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Chapter 6 

Multilateral Fragmentation and Opportunities for Better Division of Labour 


The Accra Agenda for Action, with its call for ■’improved allocation of resources within 
sectors, within countries, and across countries", puts division of labour as firmly on the 
agenda of multilateral donors as on the agenda of bilateral donors. This chapter examines 
patterns of multilateral aid fragmentation and concentration, ft ineludes maps and a matrix 
showing which multilateral agencies operate where. This information is useful when 
considering adjustments in aid allocations among and w ithin countries. It is also useful 
to multilateral agencies w’hich seek to focus on fewer partner countries and sectors but 
to play a bigger role in each. Only a few multilateral agencies currently provide data on 
their activities to the DAC Secretariat. More detailed reporting on activities by multilateral 
organisations - as called for by the International Aid Transparency Initiative (lATI) - 
would enhance discussions on the division of labour. 

Multilateral concentration and fragmentation at the global level 

The analysis of concentration and fragmentation of efforts covers the 20 multilateral 
agencies shown in Table 6.1. These agencies report all core-funded expenditures on 
operational activities in 153 partner countries annually to the DAC Secretariat. Non-core 
funding - earmarked contributions for specific activities - is defined as bilateral ODA and 
is not included in the analysis. With respect to MDBs, only concessional resources (credits 
and grants) are covered. 

To analyse fragmentation, this study uses a new measure of multilateral outflows, 
namely country programmable aid (CPA). CPA is the core-funded resources extended by 
a multilateral agency to partner countries. CPA is the amount that can be programmed 
at partner country level and is defined by taking total gross multilateral ODA and 
subtracting aid that is i) unpredictable by nature (humanitarian aid and debt relief); 
ii) entails no cross-border flows (administrative/programme support costs') or iii) does 
not form part of co-operation agreements between governments (food aid). CPA of the 
multilateral organisations covered in this chapter amounted to USD 23.1 billion in 2006. 
Some agencies, such as UNHCR and WFP arc excluded from this analysis as they provide 
solely food and humanitarian aid, which is not classified as CPA. 

As Figure 6.1a shows, in 2005 CPA represented 88% of aid extended b\ multilateral 
agencies to partner countries. However, in 2006 CPA amounted to only 35% of gross 
multilateral ODA (Figure 6.1b) because debt forgiveness under multilateral debt relief 
initiative (MDRI) by IDA and the African Development Bank (AfDB). amounting to 
USD 37.2 billion was all accounted for in 2006. In absolute terms. CPA was more or less 
constant in 2005 and 2006 at USD 23 billion. Bilateral CPA of DAC members typically 
amounts to around two-thirds of gross bilateral ODA, as it includes more elements that are 
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not country programmable, such as NGO funding, student and in-donor-country refugee 
costs, and administrative costs. (Bilateral CPA was less than half of bilateral ODA in 2005 
and 2006 due to exceptional bilateral debt relief in these years.) 


Figure 6.1. Composition of gross multilateral ODA 2005 and 2006 


1 igure 6. lb Composition in 2006 
(total USD 66 bn) 



Source: Secretariat estimates. 

Note: The data cover only programmes in partner countries; rcgional/multi-countrv and unallo- 

eated eategories have been excluded. 

Table 6.1 shows the degree of concentration of multilateral agency co-operation 
programmes. At the global level multilateral agencies account for 36% of global CPA 
(multilateral and DAC member countries combined). Column A shows the average CPA of 
each multilateral agency 2005-06. Column B shows the share of total CPA for each agency. 
Collectively, the development banks accounted for 17.6% of global CPA, the UN agencies 
3.7% and the global funds and mechanisms 2.1%. IDA and the EC arc the two multilateral 
agencies wdth the largest shares of global CPA, 13% and 10.2% respectively. At the other 
extreme, the European Bank for Reconstruction and Development (EBRD) and UNAIDS 
each accounted for only 0.03% of global CPA.- 

The presence of an agency in a partner country is largely determined by the mandate 
of the agency. Column C shows the number of partners for each agency: The EC has the 
largest number of partner countries (149), whereas UNRWA, with its focused mandate 
(to carry out direct relief and programmes for Palestinian refugees in the Middle East), is 
present in only four partner countries. Organisations with regional mandates, such as Asian 
Development Fund (AsDF), African Development Fund (AfDF), Caribbean Development 
Bank (CarDB), European Bank for Reconstruction and Development (EBRD). Inter- 
American Development Bank (IDB) and UNRWA are present in fewer countries (on 
average 21) compared to organisations with a global mandate, such as IDA, EC, the UN 
agencies and the global funds (on average 103 countries). 

Column D shows the number of partner countries in which the agency’s share of CPA 
exceeded the agency’s share of global CPA. In this group the partner countries are denoted 
"above average" partners. Column E shows these "above average” partner countries as 
a percentage of the total number of the agency’s partner countries. A high percentage 
indicates the degree of concentration of the agency's co-operation programme. The degree 
of concentration ranges from 100% for regional agencies, such as IDB. UNRWA and 
CarDB, to 48% for GEF. 
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Table 6.1 Concentration of multilateral agencies, 2005-06 

(Gross disbursement average 2005-06 on the basis of constant 2006 USD)^' 



CPA 

(USD million)* 
A 

Donors’ share of 
global CPA (in %) 

B 

No. of partners 
C 

No. of partners above 
average share 

0 

Concentration 

measure 

(Das%ofC) 

E 

IDA 

8 202 

13.0 

76 

49 

64 

EC 

6 424 

10.2 

149 

79 

53 

AsDF 

1 405 

2.2 

27 

18 

67 

The Global Fund 

1 130 

1.8 

104 

62 

60 

AfDF 

949 

1.5 

39 

32 

82 

IMF-PRGF 

677 

1.1 

37 

30 

81 

Arab Agencies' 

576 

0.9 

86 

53 

62 

UNRWA 

560 

09 

4 

4 

100 

IDB Sp Fund 

491 

0 8 

25 

25 

100 

UNICEF 

486 

08 

122 

65 

53 

UNDP 

412 

0.7 

129 

74 

57 

IFAD 

336 

05 

78 

53 

68 

UNFPA 

283 

0.4 

116 

67 

58 

UNTA^ 

274 

0.4 

148 

99 

67 

GEF 

145 

0.2 

94 

45 

48 

Montreal Protocol 

83 

0.1 

17 

14 

82 

Nordic Dev. Fund^ 

72 

0.1 

21 

19 

90 

CarDB 

43 

0.1 

14 

14 

100 

EBRD 

19 

0.03 

18 

17 

94 

UNAIDS 

16 

0.03 

102 

63 

62 


1. The Arab agencies include: Arab Bank for Economic Development in Africa, Islamic Development Bank and OPEC Fund. 

3. UNTA are technical assistance expenditures incurred by UN Specialised Agencies (WHO, UNESCO, FAO, ILO, UNIDO) from their regular budget. 

3. The Nordic Development Fund has ceased new lending activities since 2005: the data reported related to project activities committed prior to 2005. 

4 The data covers only programmes in partner countries; regional/multi-country and unallocated categories have been excluded. 

The Table gives a snapshot of the distribution of CPA by the multilateral agencies in the 
153 ODA-eligible partner countries. IDA disbursed on average USD 8.2 billion CPA 2005- 
06, which represented 13% of global CPA (including the CPA of DAC member countries). 
IDA was present in 76 partner countries. In 49 partner countries IDA funds accounted 
for more than 13% of aid (i.e. IDA had 49 “above average” partner countries). The 
concentration “measure” of IDA is 64%. Apart from the EC, agencies with a concentration 
measure of less than 60%, GEF, the Global Fund, UNICEF, UNDP and UNFPA, have a 
global geographical mandate but a sectoral or thematic focus. In the case of the EC, which 
disbursed on average USD 6.4 billion 2005-06, the concentration measure is 53%. This 
means that, in nearly half of the EC 149 partner countries, the EC share of total aid is below' 
its global share of 10.2% (mainly countries in Asia and Oceania). 

Figure 6.2 shows the quartile distribution of multilateral agencies in partner countries. 
Fifteen partner countries’ had 14 agencies present.’ Among these countries, 12 (Bangladesh, 
Ghana, Honduras, Kenya, Malawi, Mozambique, Rwanda, Senegal, Tanzania, Uganda, Viet 
Nam, Zambia) also had 15 or more DAC member countries present. Mayotte, and Wallis 
and Futuna had one multilateral agency present. Countries where only a few multilateral 
agencies w'ere present are mostly small island states and, in general, very few DAC members 
were present in these countries. 

Multilateral agencies provided the majority of CPA in nearly half the countries in 
Africa, sub-Saharan Africa, the Middle East and North and Central America. In nearly 
half the fragile states and states in a situation of conflict and fragility, multilateral agencies 
provide the majority of the aid. This is especially true for 14 of the 22 fragile states in 
Africa, where the multilateral agencies are the dominant players. 
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Figure 6.2. Number of multilateral agencies per country 2005-06 

(Gross disbursement of CPA. 2005-06) 



Figure 6.3. Number of multilateral agencies collectively contributing less than 10% of a country’s aid, 

2005-06 

(Gross disbursement of CPA. 2005-06) 
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From a partner country perspective, fragmentation presents problems. It means they 
have to deal with a large number of donors providing small amounts of CPA. This can 
weaken ownership and burden already limited institutional capacity. 

The multilateral agencies cannot tackle fragmentation without the co-operation of 
bilateral donors and vice versa. When many donors collectiveh' provide less than 10% of a 
country’s total aid, fragmentation becomes severe. CPA data show that 20 or more donors 
(of which nine or more are multilateral agencies) together represent only 10% of CPA in 
21 partner countries. 

Figure 6.3 shows that there are 35 countries’ where between 9 and 12 multilateral 
agencies represent on average more than half the donors, collectively providing less than 
10% of a country’s aid. In these countries there are opportunities for multilateral agencies 
to concentrate their efforts. 


Multilateral concentration and fragmentation at partner country level 


Matrix of donors and partner countries 

Although maps (Figures 6.2, 6.3) provide an overview of fragmentation and concen- 
tration. if donors and partner countries are to change their aid allocations, they need more 
detail about where donors are working. Table 6.2 provides details of aid fragmentation and 
concentration in partner countries, focusing on multilateral organisations. The matrix shows 
each agency’s share of global CPA and the share at country level, and includes DAC member 
countries’ total CPA for comparison. Agencies that are major players in a partner country 
and partner countries that receive an “above average” share of a donor’s CPA are highlighted. 

The matrix shows: 

a) CPA to 153 partner countries from 20 multilateral organisations and 22 DAC 
member countries in 2005-06 (Column 5) and average per donor (Column 6); 

b) Number of donors per partner (Column 2); 

c) Number of partners per donor (Row 2); 

d) Each donor’s CPA (Row 5), average per partner (Row 6) and share of global CPA 
from all donors (Row 7); 

e) Each donor’s share of total CPA to each partner - in percentages (Columns 7 to 26); 

f) CPA share of all the multilateral agencies combined (Column 27) and the total 
number of agencies (Column 28). For reference CPA shares of DAC member coun- 
tries combined and the number of DAC member countries per partner are given in 
Columns 29 and 30. 

Three categories are highlighted: 

a) Category A - ’’above average” partner countries. These are partner countries in 
which the donor share of CPA exceeds the donor share of global CPA (as given in 
Row' 7). Cells in Category A are shaded with blue or light blue. 

b) Category B - “main donors”. These are donors that cumulatively provide over 90% 
of CPA to that partner. Cells in Category B arc shaded with blue or grey. 
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Categories A and B - donors in both eategories. These cells are shaded blue to denote 
that the donor provides more than its share of global CPA to that partner countrv' and is 
one of the donors cumulatively providing over 90% of CPA to that partner.The matrix ean 
be read as follows: 

Albania had 31 donors in 2005-06 (Column 2), of which 12 were multilateral ageneies 
(Column 28); it reeeived CPA amounting to USD 323 million (Column 5), of w'hieh 44.1% 
was from multilateral agencies (Column 27). Over 90% of Albania’s aid was provided by 
just 13 donors (Column 3) and nine of these donors provided Albania with a share of aid 
above their global share of CPA (Column 4). Eighteen donors collectively provided less 
than 10% of its aid. The multilateral agencies in the group of donors that together provided 
less than 10% of CPA arc shown by the un-shaded and vertically shaded cells. 

EC provided 23.4% of Albania’s CPA. w hich is above the EC’s 10.2% share of global CPA 
(Row 7). It is shaded solid grey as the EC was also among the donors that cumulatively provided 
over 90% of CPA to Albania. The EC had 149 partner countries (Row 2) and gave 79 of them 
(Row' 3) above its overall 10.2% share of global CPA. In these 79 countries (Row 4) the EC was 
also among the donors that cumulatively provided over 90% of CPA (shaded solid grey). 

UNDP provided 0.6% of Albania’s CPA, which was below UNDP’s overall 0.7% share 
of global CPA (Row 7). Furthermore UNDP was in the group of donors that together 
provided only 10% of CPA (un-shaded cell). 

Implementation of paragraph 17 of the Accra Agenda for Action (AAA), “reduce the 
fragmentation of aid by improving the complementarity of donors’ efforts and the division 
of labour among donors, including through improved allocation of resources w ithin sectors, 
w'ithin countries, and across countries”, means better division of labour across countries. 
The multilateral ageneies could use the matrix to show where they could take concrete 
action to achieve this goal, such as: 

• Focusing on fewer partners but playing a bigger role in each; 

• Concentrating on few'er sectors in each partner country; and 

• Delegating co-operation to another donor to reduce the number of actors a partner 
has to deal with. 

Such actions should be linked to implementation of the EU Code of Conduct on 
Division of Labour and to the “One UN’’ reform which aims to reduce the transaction costs 
of UN assistance through “Delivering as One”. 

The Secretariat will produce further matrices for the major sectors to identify opportunities 
for multilaterals to reduce the number of actors that each partner has to deal with. However, 
such analyses will be incomplete as only a few multilateral agencies presently report activify- 
level data to the Secretariat. As noted elsewhere in this report, more detailed reports from multi- 
laterals would enhance discussions on aid effectiveness and division of labour across countries. 

The lATI, W'hieh w'as signed in Accra by the EC. GAVE UNDP. World Bank, nine 
bilateral donors, and the Hewlett Foundation, aims to improve information.® These donors 
resolved, among other things: to meet full aid reporting standards and to accelerate 
availability of aid information; to share more detailed and more up-to-date information 
about aid in a form that makes information more accessible to all relevant stakeholders; 
and to urge those w'ho deliver aid on their behalf to work with them to agree and then 
implement common standards and formats. This gives a clear signal to the UN and the 
World Bank that providing more detailed and timely information is a priority. 
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Table 6 2 Country programmable aid by donor and partner country, 2005-06 

(Basis: CPA average disbursements 2005-06, in constant 2006 USD). 
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Table 6 2 Country programmable aid by donor and partner country, 2005-06 

(continued) 
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In-country division of labour 

The Paris Declaration noted that excessive fragmentation of aid at the global, country 
or sector level impairs aid effectiveness. It called for donors to seek ways to make their 
efforts complementaiy- in order to reduce transaction costs. As described above, multilat- 
eral organisations with global mandates are well represented in most countries. This means 
that division of labour among them is important. The Accra Agenda for Action (AAA), 
which is endorsed by many multilateral organisations, sets out four actions (paragraph 17) 
that multilatcrals could adopt: 

• Ensure developing countries lead in determining the optimal roles of donors in 
supporting their development efforts at national, regional and sectoral levels: 
respect the priorities of developing countries and ensure that new arrangements on 
the division of labour will not result in individual developing countries receiving 
less aid: 

• Complete good practice principles on country-led division of labour and ensure 
maximum coordination of development co-operation: 

• Start dialogue on international division of labour across countries by June 2009: 
and 

• Work to address the issue of countries that receive insufficient aid. 

In~coimtry division of labour requires strong local ownership of the development 
agenda. A few partner countries have led the way in reshaping in-countr\- division of 
labour among donors, including multilateral organisations. At the Third High Level 
Forum on Aid Effectiveness (Aecra. 2-4 September 2008) case studies were presented at 
Roundtable 3 on harmonisation, including one describing how Uganda had approached 
division of labour (Box 6.1). 


Box 6. 1. Harmonisation and division of labour in Uganda 

There were four stages in addressing division of labour in Uganda: i) robustly mapping aid information: 
ii) linking financial information on aid to the national budget and the Medium-Term Expenditure Framework 
(MTEF): iii) assessing the comparative advantages of donors: and iv) negotiating division of labour, ranging 
from re-allocating donor contributions to delegating co-operation and establishing lead donor arrangements. 

The benefits of addressing division of labour were: i) more transparency on aid flows: ii) less transaction 
costs for the partner government: iii) more '‘rational”, results-oriented aid allocations; iv) maximising use of 
donor contributions according to their comparative advantage: and v) greater alignment of external contributions 
with Government priorities and programmes. 

The main ehallenges were: i) new donors and alternative sources of finance {e.g. some vertical funds) did 
not take part: ii) aid was unbalanced - “darling sectors” were supported at the expense of other sectors: lii) the 
need for standard definitions of “lead”, “silent” and “support” donor roles; iv) perceptions that donors gang-up 
to coordinate their positions and support, and do not consult the government enough and allow it to lead; and v) 
the need to develop indicators to measure the progress and impact of the division of labour process. 

The case study identified strong government leadership as the most important factor for successful and 
beneficial in-countiy' division of labour. 

5o;/rce.- http://siteresources.worldbank.Org/ACCRAEXT/Resoiirces/4700790-1210008992554/4968817-1219870888132/C02- 
Uganda.pdf. 
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The Accra roundtable welcomed the draft principles of international good practice on 
in-countrv’ division of labour (sec Box 6.2). The draft principles arc a useful guide to in- 
country- division of labour. The roundtable recommended that the DAC Working Party on Aid 
Effectiveness should consider adopting the principles. They complement existing principles for 
good practice, such as the EU Code of Conduct on Division of Labour in Development Policy, 
agreed in May 2007,^ and the United Nations Development Assistance Framework guidelines. 


Box 6.2. International principles of good practice on in-country division of labour 

• Development results can be improved when donors individually and collectively rationalise their activities 
at the country level. 

• Partner countries should lead the division of labour process m dialogue with donors, enabling civil society 
and private sector to participate in a transparent manner. 

• Partner countries and donors should commit to avoiding duplication and fragmentation, ensuring the opti- 
mal use of development resources in the sectors, thematic areas, geographical units or aid modalities. 

• Negotiations are a necessary component for finalising the process, and flexibility on both sides is required. 
All actors are committed to pragmatic and workable solutions. 

• As division of labour is only a tool to more effective use of aid, donors commit to harmonise and better 
coordinate their support for capacity development for overall aid management purposes. 

• The impact of a division of labour process on overall country aid volume should be neutral. 

• Partner countries and donors should measure the added value of division of labour. 

• Partner countries and donors should communicate the added value of division of labour. 

5oHrce.- http://siteresources.worldbank.Org/ACCRAEXT/Resources/4700790-1210008992554/4968817-1219870888132/B01- 

International-Good-Practice-Principles-on-In-Country-DoL.pdf 


The discussion at the roundtable addressed risks and challenges for in-countiy- division of 
labour processes. The need for urgent action may prompt donors to forge ahead with du ision of 
labour on their own. which could undermine country ownership and leadership. Also, assessing 
comparati\ e advantage is technically demanding and politically- sensith e. Assessments need to 
take account of sector expertise, country experience, and staff capacity- and behaviour, as well 
as tlic amount of finance, and let the partner country^ have die final say. Clearly, in some cases 
UN agencies and global funds with specific mandates will have a comparative advantage over 
agencies that operate across a range of sectors and have broader mandates. 

Successful processes for division of labour rely on transparency and capacity. Donors 
must provide timely- and realistic information on aid commitments and disbursement, and 
help to develop aid management capacity, including through south-south and triangular 
co-operation. "Managed diversity'* will help maintain a mix of instruments and aid 
channels. Global programmes can be integrated into sector strategies and programmes. 
However, as case studies show, this has still to happen even in countries such as Tanzania 
and Uganda that have done a lot of work with their donors on aid effectiveness. The 
roundtable concluded that stringently managed in-country- division of labour processes 
can make a substantial contribution to implementing the broader aid effectiveness agenda. 
Such processes foster genuine ownership of the development agenda by partner countries, 
improve alignment of donor and country priorities, and contribute to better management 
of aid in delivering development results in partner countries. 
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Box 6.3 describes the division of labour process in Tanzania. Here, the suggestion was that 
taking a sectoral approach would improve division of labour. Since the mid-1990s the Tanzanian 
health Sector Wide Approach (SWAp) has supported a gOA ernment-led health sector deA elopment 
programme to improve access, deliverv' and qualih’ of health care ser\ ices. The government 
and donors have jointlx’ targeted comprehensive reform in the health sector. This commitment 
is reflected in the Health Sector Strategic Plan (2003-08), which is linked to tlic Medium-Term 
Expenditure Framework and embedded in the national pov erty reduction strategv’. The Ministry' 
of Health is responsible for implementation of the strategic plan. Annual reviews of progress 
involve key stakeholders and there are Joint external evaluations of donors. The shared vision 
of improving the health system has been translated into an organisational structure that is now 
considered to be an effective planning and management instrument, and is a model for other sec- 
tors. However, altliough tlic SWAp has substantially increased government ownership of health 
policies and strategies, the government has not increased the share of its spending on health. 

The Tanzanian health sector shows that SWAps can improv e coordination, harmonisa- 
tion. policy, planning and resource allocation. However, there is no conclusive evidence 
that they reduce transaction costs as they commit donors to complex coordination and 
consultation processes. The SWAp can strengthen systems but cannot transform public 
serv ices and sector performance. Such transformation requires long-term funding, insti- 
tutional capacity building and suitably trained, motivated and deployed human resources. 
Another issue that affects work on division of labour by multilaterals is that the SWAp is 
now being bypassed by emerging global funds and initiatives. These ignore existing SWAp 


Box 6.3. Development partnerships and division of labour in Tanzania 

Tanzania has come a long way in improving development partnerships and Government-donor dialogues. 
As regards harmonisation, Tanzania is a pioneer and has joined donors in hannonising Sector Wide Approaches 
(SWAps) with the national poverty reduction strategy. A Development Partners Group (DPG) was formalised 
in 2004 to improv'e coordination and harmonisation of donor support for national efforts to achieve goals for 
growth and pov'erty reduction. In 2006, the Government and donors agreed a Joint Assistance Strategy for 
Tanzania. This is a framework for making external assistance more effective and enhancing national owner- 
ship and Government leadership of development. The donors have established working groups to promote this 
agenda in sectors and themes. Multilateral partners make up more than half of the DPG and include the major 
IFIs. the EC. and 14 UN agencies. The UNDP mission in Dar es Salaam provides a permanent secretariat for 
the DPG, 

A division of labour initiative began in 2006. Mapping donors helped to define lead, active and delegating 
partners. The initiative recognised that the quality of the dialogue is fundamental in effectively implement- 
ing division of labour and took a cluster approach to structuring dialogues in internal government planning, 
budgeting, reporting and monitoring processes. Reducing the number of donors in each sector will enhance the 
effectiveness and quality of dialogue and reduce transaction costs for the Government and donors. 

Progress and challenges: There has been progress in defining lead roles. In several sectors there have been 
gradual improvements in the effectiveness and quality of dialogue. However, there are still challenges in terms 
of the overall quality and effectiveness of dialogues and there are still a large number of active partners in some 
sectors. 

Division of labour matrix: A matrix of donors and activities guides future donor co-operation agreements in 
developing more rational engagement and enhancing effectiveness. In 2006. the matrix showed that fragmenta- 
tion was a problem in the health and HIV/AIDS sectors where almost all UN agencies were active. By 2008, as 
a result of the “One UN” reform process, the UN agencies had identified priority sectors and the UN agency 
which would lead in each. 
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structures and mechanisms and. negotiating at a high level, offer governments sizable 
financial resources. This clearly needs to be addressed in implementing the Accra Agenda 
for Action (AAA), an agreement to which most of these funds and initiatives subscribe. 

The principles of international good practice on in-countr\ division of labour call for 
partner countries to lead the division of labour process. This may prove a particular chal- 
lenge for UNDP and the World Bank because, in the past, these agencies have often been 
called upon to lead donor co-ordination groups or to be the “lead donor”. UN specialised 
agencies, however, are obvious candidates to be the lead donor in their field. 

Reflections on division of labour among mnitilateral organisations 

Multilateral organisations contribute to fragmentation of aid in many partner countries 
and so arc important players in processes to rationalise the division of labour. The matrix 
above gives some indications as to where multilatcrals. even those with a global mandate, 
might be able to focus their efforts in a smaller number of partner countries and thereby 
engage more deeply. The Accra Agenda for Action (AAA) calls for better division of labour 
across countries but stresses that this should “not result in individual developing countries 
receiving less aid”. But, more rational division of labour across countries will involve 
trade-offs. Donors will need to slightly increase allocations to countries where they are a 
major donor, and offset the increases with reductions in countries where they are a minor 
player. Better division of labour w ill reduce transaction costs for both multilateral agencies 
and partner countries. As the Tanzanian and Ugandan case studies show, to be successful, 
governments should engage as many multilaterals as possible in processes to improve divi- 
sion of labour. Multilateral organisations - together with bilateral donors - should follow' 
the principles of good practice on division of labour in partner countries (Box 6.2). This 
applies especially to agencies which are not currently participating and which are bypass- 
ing mechanisms, such as SWAps, designed to improve co-ordination and avoid overlaps. 
However, note that initiating division of labour processes can impose high transaction costs 
on both donors and partner governments. 
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Notes 


1. Administrative costs are not deducted as these are already excluded from the data reported 
to the DAC by multilateral agencies. 

2. For the DAC member countries the figures exclude small programmes below USD 250.000, 
Bilateral co-operation below' this threshold consists mainly of \ oluntary work and small grant 
schemes which multilateral donors do not have. 

3. Benin. Ghana. Kenya. Malawi. Mozambique. Rwanda. Senegal. Tanzania. Uganda. Zambia. 
Honduras. Azerbaijan. Bangladesh. Kyrgyz Republic and Viet Nam. 

4. Note that the maximum possible number of multilateral agencies that can be present in a 
partner country is 15; out of the 20 agencies covered. 6 are regional. 

5. Algeria. Armenia. Azerbaijan. Bangladesh. Benin. Bolivia. Bosnia-Herzegovina. China. 
Colombia. Egypt. Georgia. Ghana. Honduras. India. Indonesia. Jordan. Kazakhstan. Kenya, 
Kyrgyz Republic. Macedonia (TFYR). Malawi. Mali, Morocco. Mozambique. Nepal. 
Nicaragua. Pakistan. Philippines. Rwanda. Sri Lanka. Tanzania. Turkey, Uganda. Viet Nam 
and Zambia. 

6. http://ww'w.dgfoundation.org/filcadmin/tcmplatcs/pdfs/accrastatcmentfin.pdf. 

7. http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM;2007:0072:FIN:EN:PDF. 
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Chapter 7 

Multilateral Aid Effectiveness 


Effectiveness in multilateral co-operation is a high priority for DAC member countries. 
This chapter does not analyse multilateral effectiveness in depth but reviews the progress 
of multilateral organisations on Paris Declaration commitments as shown by two surveys 
and compares their progress with the progress of bilateral donors. This chapter also gives 
a brief overview of some of the many tools developed by different actors to monitor 
multilateral effectiveness. Finally, the chapter reflects on the way forward in this important 
but ’’overcrowded” field. 

The term effectiveness is defined in different ways by different actors. How'ever, the 
DAC defines effectiveness as: "the extent to w hich a development intervention has attained, 
or is expected to attain, its relevant objectives efficiently and in a sustainable way”.' 

Paris Declaration - Are the multilaterals on track? 

The Paris Declaration on Aid Effectiveness, adopted in 2005 by over 100 countries and 
aid agencies, defines the principles and commitments by which donors and partner gov- 
ernments intend to ensure that aid is as effective as possible in contributing to the MDGs 
and other internationally agreed objectives. For example, partner countries agreed to put 
in place realistic strategies for development and to impror e the reliability of their financial 
management systems. Donors agreed to provide promised aid in a timely way. and to carry 
out more assessments and on-site visits jointly with other donors to reduce the adminis- 
trative burden on developing countries. The Paris Declaration expresses the international 
community’s consensus on reforming aid delivery and management to achieve improred 
effectiveness and results.’ Some 25 major multilateral organisations joined bilateral donors, 
partner countries and civil society organisations in adopting the Paris Declaration. 

Participants at the Third Fligh Level Forum on Aid Effectiveness endorsed the 
Accra Agenda for Action (AAA) - a set of measures to accelerate progress towards the 
Paris Declaration commitments on aid effectiveness. In endorsing the AAA, developing 
countries have committed to take control of their own futures, donors have committed 
to coordinate better amongst themselves, and both parties have pledged to account to 
each other and their citizens. Key actions that multilateral organisations need to take are: 
(a) to improve predictability - donors will provide 3-5 year forward information on their 
planned aid to partner countries: (b) to use country systems - donors will use partner 
country systems, rather than donor systems, as the first option in delivering aid; and (c) to 
change conditionality - donors will sw itch from a reliance on prescriptive conditions about 
how and when aid money is spent to conditions based on the developing country’s own 
development objectives. The move to country sy stems and changes in conditionality may 
prove particularly challenging for multilateral development banks (MDBs). First, they will 
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need to check that partner country systems meet MDB standards. Second, even where 
partner country systems do meet MDB standards, MDBs may need to change their own 
procedures. Subject to sufficient safeguards, donors, in their role as shareholders, might 
consider using their positions on MDB boards to support necessary changes. 

The Paris Declaration framework for monitoring progress on commitments includes 
targets for 2010. The Declaration is based on five mutually reinforcing principles: 
ownership, alignment, harmonisation, managing for results and mutual accountability. 
The Declaration includes 56 partnership commitments to improve the quality of aid and 
12 indicators to track progress. It sets targets for 11 of the 12 indicators for the year 2010. 
Seven of these apply to the multilateral donors (see Table 7. 1). 

General findings in monitoring the Paris Declaration 

In 2006. 34 countries volunteered to participate in a baseline survey covering aid flows 
in 2005. The results of the survey suggest that major efforts are needed to achieve the 
commitments agreed in the Paris Declaration and realise the full potential for improving 
aid effectiveness at the country level. In the run-up to the Third High-Level Forum on Aid 
Effectiveness, 56 partner countries and 55 donors, including multilateral organisations, 
took part in a second survey covering aid flows in 2007. The 2008 survey shows that, 
although there is clearly progress, progress is not being made fast enough. Unless 
developing countries and their external partners seriously gear up their efforts, they will 
not meet their commitments and targets for effective aid by 2010. Urgent action is therefore 
needed.’ 

Several multilateral organisations responded to both surveys.’ The following section 
provides the scores on the indicators in 2007 and compares the 2005 and 2007 scores to 
show progress for each multilateral and bilateral and all donors combined. 

Multilateral responses to 2008 monitoring survey of progress on the Paris Declaration 

The 2008 survey shows that the scores of the multilaterals are on average slightly 
higher than the scores of the bilateral donors. Table 7.2 shows that the multilateral 
organisations are doing better than the bilateral donors on all indicators except 5b (use 
of country procurement systems). Nonetheless, in order to meet their targets for 2010 the 
multilaterals need to make faster progress than they have made to date. Multilaterals have 
already exceeded the 2010 target for indicator 4 (50% of technical co-operation aligned 
and coordinated). Targets which are within reach are targets for indicator 6 (donors avoid 
parallel project implementation units), and 10a and 10b (coordinate missions and country 
studies). For indicators 3 (aid flow's are accurately recorded in partner country budgets), 5a 
and 5 b (use of country PFM and public procurement systems), 7 (aid is more predictable) 
and 9 (use of coordinated mechanism for aid delivery) multilaterals need to gear up efforts 
if they are to achieve the 2010-targets. 

The spread of scores for each indicator both between and within multilaterals is large 
compared to the average. The World Bank and IFAD have above average scores for seven 
out of the nine indicators, whereas the UN’ has an abor e average score only for indicator 10 
(shared missions and analysis). It is. however, important to note that the number of partner 
countries covered by multilaterals varies. This means that results for some multilaterals are 
more representative than others. 
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Table 71 Paris Declaration indicators and targets for multilateral donors 


3 

Aid flows are aligned on national priorities - Percent of aid 
flows to the government sector that is reported on partners’ 
national budgets. 

Halve the gap - halve the proportion of aid flows 
to government sector not reported on government 
budget(s) (with at least 85% reported on budget). 

4 

Strengthen capacity by coordinated support - Percent of 
donor capacity-development support provided through coordinated 
programmes consistent with partners’ national development 
strategies. 

50% of technical co-operation flows are implemented 
through coordinated programmes consistent with 
national development strategies. 

5a 

Use of country public financial management systems - 
Percent of donors and of aid flows that use public financial 
management systems in partner countries, which either (a) adhere 
to broadly accepted good practices or (b) have a reform 
programme in place to achieve these. 

Percentage of donors 

Score Target 

5+ All donors use partner country PFM systems. 

3.5 to 90% of donors use partner country PFM 

4.5 systems. 

Percentage of aid flows 

Score Target 

5+ A two-thirds reduction in the % of aid to the 

public sector not using partner country PFM 

systems. 

3.5 to A one-third reduction in the % of aid to the 

4.5 public sector not using partner country PFM 

systems. 

5b 

Use of country procurement systems - Percent of donors and of 
aid flows that use partner country procurement systems which either 
(a) adhere to broadly accepted good practices or (b) have a reform 
programme in place to achieve these. 

Percentage of donors 

Score Target 

A All donors use partner country procurement 

systems. 

B 90% of donors use partner country 

procurement systems. 

Percentage of aid flows 

Score Target 

A A two-thirds reduction in the % of aid to 

the public sector not using partner country 
procurement systems. 

B A one-third reduction in the % of aid to the 

public sector not using partner country 
procurement systems. 

6 

Strengthen capacity by avoiding parallel implementation 
structures - Number of parallel project implementation units (PIUs) 
per country. 

Reduce by two-thirds the stock of parallel project 
implementation units (PIUs). 

7 

Aid is more predictable - Percent of aid disbursements released 
according to agreed schedules in annual or multiyear frameworks. 

Flalve the gap - halve the proportion of aid not disbursed 
within the fiscal year for which it was scheduled. 

9 

Use of common arrangements or procedures - Percent of aid 
provided as programme-based approaches 

66% of aid flows are provided in the context of programme 
based approaches 

10 

Encourage shared analysis - Percent of (a) field missions and/ 
or (b) country analytic work, including diagnostic reviews that are 
undertaken jointly. 

(a) 40% of donor missions to the field are undertaken jointly 
by donors and partner countries. 

(b) 66% of country analytic work is undertaken jointly by 
donors and partner countries. 


* Note on Indicator 5: This target relates to indicator 2a for partner countries scale of performance (2a: Public financial 
management - Half of partner countries move up at least one measure (i.e. 0.5 points) on the PPM^CPIA (Country 
Policy and Institutional Assessment). 

Source: http: //vv\vw.oecd.org,''dataoecd/l 1/41/34428351. pdf. 
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Table 7 2 Responses of 54 partner countries to the 2008 monitoring survey of 
progress on the Paris Declaration 



No. of 




Indicator (see Table 7.1) 





Organisation 

countries 

3 

4 

5a 

5b 

6 

7 

9 

10a 

10b 


2007 


% 



(No. of Plus) 



% 


AfDB 

24 

57 

28 

44 

42 

121 

45 

38 

17 

44 

AsDB 

10 

80 

61 

61 

36 

40 

79 

59 

18 

25 

EC 

53 

57 

43 

35 

34 

203 

53 

44 

33 

72 

GAVI Alliance 

15 


100 

26 

9 

0 

16 

33 

100 

0 

The Global Fund 

47 

33 

40 

38 

42 

5 

43 

66 

20 

23 

IDB 

9 

55 

60 

52 

26 

108 

54 

52 

35 

44 

IFAD 

26 

48 

78 

59 

83 

35 

42 

28 

70 

73 

UN systemt 

54 

35 

60 

13 

10 

550 

27 

26 

42 

63 

World Bank 

51 

66 

85 

62 

52 

101 

65 

54 

31 

59 

Other multilaterals* 


27 

60 

37 

25 

30 

10 

43 

25 

53 

Multilaterals, Total 


48 

63 

48 

40 

1 193 

45 

48 

35 

60 

Bilaterals, Total 


43 

57 

47 

50 

1 267 

41 

40 

24 

49 

Overall total 


46 

59 

48 

44 

2 460 

43 

44 

31** 

55** 

2010 targets 


85 

50 

(80) 

(80) 

611 

71 

66 

40 

66 


t The UN agencies that took part in the survey were: UNDP, UNTA, UNICEF, UNRWA, WFP, UNHCR, UNAIDS, and UNFPA. Only a few partner 
countries reported separate data for each UN agency and so it is not possible to disaggregate data for the UN system. 


* Other multilaterals include: Andean Development Corporation, BADEA, CABHI, EBRD. IFC. IMF, lOM, Islamic Development Bank. Mekong River 
Commission. OEI, OPEC Fund, OSCE, SECAB and WADB. These are not shown separately as they were below the threshold for inclusion of providing 
USD 100 million or more to the government sector in at least three of the survey countries. 

** Overall Total. Published total in Effective aid by 2010? - What it will take (Vol. 1) is less than this due to discount factors applied to the total to avoid 
double-counting. 

Source: OECD (2008), 2008 Survey on Monitoring the Paris Declaration. 


Progress on the Paris Declaration^ 

A comparison of baseline data from the 2006 survey with findings in the 2008 survey 
shows that multilateral organisations seem to have made more progress than the bilateral 
donors on five out of nine indicators (Table 7.3). However, the difference in progress 
between the two donor groups is not significant except for indicators 4 (align and coor- 
dinate technical co-operation), 6 (avoid parallel implementation structures) and, to some 
extent. 10a (coordinate missions). The scores and progress on effectiveness indicators differ 
from one multilateral donor to another. For example, the UN shows progress on all indica- 
tors. whereas the African Development Bank (AfDB) has regressed on all but two indica- 
tors. The EC and the World Bank account for most of the progress in reducing parallel 
implementation units (in contrast to an increase for bilateral donors). On the other hand, the 
EC and the World Bank, along with the AfDB, account for most of the apparent reversal in 
using programme-based approaches (indicator 9). 
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Table 7 3 Multilateral progress 2006-08 on nine indicators 


Organisation 

No. of 
countries 
in both 
surveys 

3 

4 5a 

% points 

Indicator (see Table 7.1) 
5b 6 7 

(No. ofPIUs) 

9 10a 

% points 

10b 

AfDB 

18 

-1.0 

-7.2 

5.6 

-6.7 

-19 

-2.2 

-8.5 

-5.8 

-13.9 

AsDB 

5 

24.8 

40.3 

17.9 

18.2 

1 

-4.8 

11.2 

10.7 

-33.1 

EC 

32 

5.4 

22.1 

0.4 

-4.4 

-99 

12.9 

-3.2 

2.9 

44.3 

GAVi Aiiiance 

12 

0.0 


-3.3 

9.6 

0 

11.1 

20.0 



The Globai Fund 

30 

9.5 


1.8 

-0.5 

-2 

8.1 

-6.1 

0.4 

-10.2 

IDB 

6 

0.8 

36.0 

-10.0 

33.1 

6 

-31.4 

-6.1 

-7.5 

-29.9 

IFAD 

20 

-10.6 

-6.1 

10.7 

22.1 

10 

-7.3 

21.8 

23.5 

-15.3 

UN system 

33 

5.5 

18.3 

0.7 

4.6 

-18 

14.4 

5.2 

15.2 

5.2 

World Bank 

32 

9.5 

28.3 

12.5 

3.5 

-144 

6.4 

-1.7 

9.8 

7.3 

Other multilaterals* 


6.0 

4.9 

39.9 

47.9 

20 

-20.9 

13.1 

-16.0 

-36.1 

Multilaterals, total 


4.7 

25.2 

7.3 

3.8 

-245 

3.8 

-0.3 

9.2 

4.2 

Bilaterals, total* 


6.2 

10.1 

4.1 

4.1 

13 

6.8 

7.0 

2.5 

3.9 

Overall total 


5.6 

15.2 

5.8 

4.1 

-232 

5.7 

3.2 




* "Other multilaterals” and “Bilaterals, total” include figures for all donors, not just those separately identified in the Paris 
Declaration monitoring reports. 


Source: OECD (2008). 2008 Survey on Monitoring the Paris Declaration. 


Multilateral Organisations Performance Assessment Network (MOPAN) 

The Multilateral Organisations Performance Assessment Network (MOPAN) was 
created in 2002. MOPAN is a network of donor countries’ that have a common interest in 
sharing information and drawing on mutual experience to monitor and assess the work and 
performance of multilateral organisations. MOPAN members conduct an Annual MOPAN 
Survey on multilateral organisations through their embassies and country offices. 

Since 2003. MOPAN has carried out an annual survey on selected multilateral organi- 
sations in countries where MOPAN members are present. The annual perception-based 
surveys cover three multilateral organisations in eight to ten countries. In each country, 
MOPAN members complete questionnaires, and the results are synthesised into an overall 
report on the agencies concerned. The focus of the surveys is on multilateral partnership 
behaviour towards national stakeholders (governments, NGOs, private sector) in develop- 
ing countries, as well as towards other international development agencies. The surveys 
are not evaluations and do not cover actual development results on the ground. MOPAN 
members use the results of the annual surveys to account to their own governments on mul- 
tilateral financing and: (a) as input into policies concerning the multilateral organisations 
surveyed: (b) to strengthen participation in the governance of these organisations; (c) for 
joint advocacy work; and (d) to contribute to w ider debates on aid effectiveness.* 

The results of the MOPAN surveys are mixed because the surveys examine percep- 
tions. Interestingly, the 2008 survey covers UNFPA and the World Bank for the second 
time, and offers insights into changes in these organisations over the past five years. None- 
theless, MOPAN members now recognise the need for more objective evidence of multi- 
lateral effectiveness (Box 7. 1). 
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Box 7.1. Multilateral Organisations Performance Assessment Network (MOPAN) 
approach to assessing the effectiveness of multilateral organisations 

By 2006, there was consensus among MOPAN members that evidence on the effectiveness 
of individual multilaterals beyond that gathered by annual surveys was required. The MOPAN 
countries therefore agreed to move towards a common approach for assessing effectiveness of 
multilateral organisations. The objective is to reduce duplication and increase the amount and 
scope of information on the effectiveness of those institutions. 

Donor countries believe the Balanced Scorecard approach will be useful for assessing the 
effectiveness of multilateral organisations in development. The Balanced Scorecard focuses on 
four aspects of management: strategy, operations, relationships and knowledge. The scorecard 
has a set of 20 key performance indicators (KPI) distributed across the four categories. Each 
KPI is further specified by 2-6 micro-indicators. MOPAN is currently seeking the views of 
stakeholders on the proposed approach, and is customising tools to collect and analyse per- 
formance data with a view to testing the harmonised approach in late 2008. 

Starting in 2009, MOPAN will apply the new approach to assess about six multilateral 
organisations annually. These will be covered by type; multilateral development banks 
(MDBs), United Nations agencies, international humanitarian assistance organisations, and 
global funds. To gather different perspectives data will be collected from multilateral organi- 
sations, MOPAN members at headquarter and country office levels, and from national gov- 
ernments. In parallel, MOPAN is working tow^ards undertaking an annual assessment of the 
rcsults-bascd management practices of one organisation. Building on these initial steps toward 
better tracking and understanding of the effectiveness and development contribution of multi- 
lateral organisations, MOPAN will broaden its approach and eliminate the need for members 
to use their own assessment systems. 

Source: MOPAN 


Internal performance monitoring in multilateral organisations 

Multilateral agencies use many different instruments to report on their performance 
for accountability and management purposes. Most multilateral organisations hare 
developed performance assessment and monitoring systems to track their results against 
the goals set out in their strategies and action plans. Governments routinely receive reports 
from multilaterals that document progress against objectives, targets and indicators. The 
reports cover implementation of projects and programmes (sectoral, country and regional) 
and commonly include issues such as rates of disbursement, project supervision ratings, 
likelihood of achieving intended development outcomes and projects at risk. 

Multilateral reporting on effectiveness has mainly focused on operational work. Their 
reports evolved primarily as a mechanism for accounting to their executive boards or 
governing bodies but arc increasingly used for internal management and organisational 
learning. This kind of reporting has been criticised for being fragmented and of varying 
quality, for example there are differences in coverage, regularity and transparency of 
reports. Despite improvements (for example, see Section below on COMPAS), many 
multilateral reports still focus on activity and inputs. Most prov ide qualitative descriptions 
of their activities rather than systematic reports of results. Many multilatcrals do not 
systematically track the outputs and likely outcomes of projects, or monitor and report 
on progress towards results-based-management targets.’ However, recent replenishment 
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processes ha\e engaged the governing bodies of mullilalerals in discussion on impro\ ing 
reports of results and outcomes. 

In assessing the effectiveness of multilaterals, more use could be made of the regular 
evaluations by independent evaluation units in the main agencies. The MDBs are already 
making more use of evaluation reports in reporting to their boards. The DAC Evaluation 
Network and the UN Evaluation Group have joined forces to establish an internationally rec- 
ognised form of peer review of the evaluation function of multilateral organisations (Box 7.2). 


Box 7.2. Professional peer reviews of the evaluation function in multilateral 
organisations 

The joint DAC Evaluation Network and UN Evaluation Group task force on professional 
peer reviews has developed a framew ork for peer reviews based on previous experiences and 
internationally recognised standards. Peer reviews are conducted by an independent peer panel 
consisting of professional evaluators supported by expert advisors. 

The peer review' approach was piloted in an assessment of the evaluation function of UNDP 
in 2005. Drawing and biiildmg on that experience a modified approach was used in a peer 
review of the evaluation function of UNICEF completed in May 2006. Early in 2007, a general 
framework for peer reviews w'as established on the basis of the UNDP and UNICEF assess- 
ments. This framew'ork can be adapted to the specific organisation whose evaluation function 
IS to be reviewed. A third peer review of the evaluation function of WFP was undertaken in the 
second half of 2007. Currently a peer review' of the UN Office of Internal Oversight Services 
(OIOS) is iinderw'ay. and other peer review's of UN agencies are being planned. 

The reports of the three completed peer reviews (UNDP, UNICEF, WFP) are available 
on the UN Evaluation Group Web site (www.uneval.org) and on the DAC Evaluation Netw'ork 
website (under current work (www.oecd.org/dac/evalualionnetwork). 


Common Performance Assessment System (COMPAS) 

The multilateral development bank (MDB) Working Group on Managing for Develop- 
ment Results developed COMPAS in 2004. The purpose is to promote accountability and 
mutual learning. The seven members^^will report on their performance using COMPAS. 
This new' assessment tool responds to growing public demand for information on the 
performance of international development agencies, including MDBs. Other reasons for 
developing the tool w'erc to take the initiative in reducing duplication given the prolif- 
eration of bilateral assessments. In developing COMPAS. multilaterals produced a single 
credible self-assessment tool to eliminate the need for shareholders to carry out separate 
assessments. Moreover. MDBs wanted to learn from each other's experiences. COMPAS 
is a systematic framew'ork for collecting consistent and comparable information. It w'ill 
provide MDB managers and shareholders w'ith a single source of information about MDB 
contributions to development results.'^ 

COMPAS reports are produced each year and provide information on the individual 
and collective progress of MDBs on key indicators. MDBs select performance indica- 
tors according to their respective operations. Performance indicators arc grouped into 
categories: country' capacity to manage for development results, country strategies, alloca- 
tion of concessional resources, project management, institutional learning from operational 
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experience, results-focused human resource management, harmonisation among develop- 
ment agencies and private sector operations. 

The 2007 COMPAS report showed that MDBs had moved forward in managing for 
development results, both collectively and individually, since the 2006 report. MDBs are 
making progress in assessing and strengthening the capacity of borrow ing member coun- 
tries to manage for development results; strengthening their focus on results in the design 
and implementation of projects and country strategies; and harmonising their policies and 
procedures. Overall, the MDBs made progress on four out of the seven categories of indi- 
cators. and scored more or less the same as in 2006 in three. The 2007 report introduced 
information on MDB private sector operations, and showed that efforts to strengthen 
results orientation extend to private sector activities. 

COMPAS is an important tool for making data on the performance of MDBs publicly 
ar ailable. It complements other assessment tools. Identifying common definitions and 
results-bascd management (RBM) practices for the MDBs may lead to a set of RBM best 
practices that can be applied more widely. Collaboration between members of the COMPAS 
team and the DAC Working Party on Aid Effectiveness Joint Venture on Managing for 
Development Results (MfDR) ensures that mutual learning on performance issues is 
ongoing. A recent publication by the Joint Venture on MfDR. Improving Incentives in Donor 
Agencies: Good Practice and Self-Assessment Tool, draws on experiences in various types 
of donor agencies, including multilatcrals. and will inform debates on RBM good practice. 

IFAD report on development effectiveness 

In 2007. the International Fund for Agricultural Development (IFAD) produced its first 
annual report on development effectiveness.'^ The report is part of an institutional reform 
(IFAD Action Plan for Improving Development Effectiveness) that focuses on results and 
has been underway since 2005. 

The purpose of the report is to describe results in three areas: (a) the relevance of 
IFAD's mandate (reduction of rural poverty and food insecurity) and operations in the 
context of the changing framework of international development assistance; (b) the 
development effectiveness of IFAD-financed operations in generating development results 
that support national and global efforts to reduce rural poverty and fulfil the first MDG; 
and (c) the organisational effectiveness and efficiency in delivering those results through 
improved internal performance management. 

The first Report on IPAD ’s Development Effectiveness (2007) reflects the progress that 
IFAD has made tow'ards systematic management for results. The report show’s that IFAD has 
clear objectives and that it is increasingly in a position to monitor its progress towards those 
objectives across the w’hole range of its activities. The main conclusions of the report are: 

• Relevance: IFAD's mandate of reducing rural poverty and food insecurity remains 
highly relevant. 

• Development effectiveness: A comparison of performance data for IFAD-funded 
projects in 2003 with performance data for 2005/06 shows that project relevance 
is high, and that there have been improvements in project effectiveness, efficiency, 
rural poverty impact and innovation. While performance on sustainability is also 
improving, it requires further attention. 
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• Organisational effectiveness and efficiency: The Corporate Planning and Perform- 
ance Management System introduced in 2006 is a key tool for resource allocation 
across the organisation and for alignment with results. Preliminary results show' 
that performance in operational corporate management is encouraging. Satisfactory- 
progress is being made in institutional support. 

• Towards an integrated framework for improving IFAD 's development effectiveness: 
The recently approved Results Measurement Framework (RMF), which measures 
development effectiveness at the operational level, is underpinned by the Corporate 
Planning and Performance Management System and the annual results-based pro- 
gramme of work and budget. This should lead to better alignment of organisational 
resources, systems and activities with country-level objectives, and hence to greater 
development effectiveness. 

The IFAD report is broader in scope than the development effectiveness reports of most 
other multilateral organisations. The IFAD report covers portfolio monitoring, internal 
corporate performance monitoring, the budget, and recent initiatives relating to the broad 
international harmonisation and alignment agenda. The report is also unusual in other 
aspects, for example, it gives an assessment of the relevance of IFAD's role and mandate in 
the changing international context. IFAD has developed a comprehensive process to inte- 
grate "managing for development results" into all internal operational and support systems 
and monitors corporate key performance indicators quarterly. The report summarises this 
process. The report synthesises information on organisational and development effective- 
ness in IFAD, from tire project to the corporate level. 

Bilateral agency assessments of multilateral organisation effectiveness 

Several bilateral donors carry out assessments of multilateral organisations. The 
assessments respond to both internal needs and public pressure to account for multilateral 
allocations. Such assessments are used as a basis for making internal financing decisions, 
to inform the development of strategies for partnering w ith specific multilaterals and to 
cover gaps in the effectiveness reports of multilaterals. The assessment methodology varies 
from one country to another. Few countries have carried out assessments more than once, 
however, due to the high transaction costs.” 

Among the agencies that have assessed multilateral organisations are DFID (UK), the 
Canadian International Development Agency (CIDA), the Ministry of Foreign Affairs of 
Denmark (Danida), the Ministry of Foreign Affairs of the Netherlands and the Ministry 
of Foreign Affairs of Sweden.”' Flcncc, there arc several different bilateral assessment 
tools. Two results-based management tools and one synthetic tool, a performance-based 
framework, are described below. 

Multilateral Effectiveness Framework (MEFF) 

In 2003-04, DFID set up a MEFF to assess the organisational effectiveness of the mul- 
tilateral organisations which it supports. The MEFF serves as a tool for public accountabil- 
ity and as an input into policy and financing decisions. It takes a results-based management 
(RBM) approach and focuses on three aspects of multilateral effectiveness; country results, 
internal performance and partnerships. Checklists with 72 questions evaluate eight corpo- 
rate management systems and the results are shown on a scorecard. A traffic light system 
scores each area and provides a snapshot of organisational and management effectiveness. 
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current organisational strengths and weaknesses, and indicates where attention should be 
focused to secure further improvements. DFID developed the system internally and staff 
conducted assessments of twenty-three organisations.*® The assessments have only been 
carried out once. 

The results of the MEFF assessments showed that multilateral agencies have made 
great strides in improving the way they work, but that there is still room for improvement. 
The pace of reform varies between agencies. Some undertake "big bang” reforms while 
others take a step-by-step approach. There are common weaknesses and gaps, such as the 
need to work more closely with national strategies, systems and procedures, to systemati- 
cally monitor results and impact at country level, and to report on the results achieved.*’ 

Results-based management (RBM) assessment 

In line with international commitments to reduce the transaction costs of development 
co-operation, the Ministry of Foreign Affairs of Denmark (Danida) seeks to rely more on 
performance reporting by the multilaterals themselves. In 2004. Danida reviewed the extent 
to which monitoring and evaluation units of multilaterals follow results-based management 
(RBM) principles. The purpose was to map, analyse and provide recommendations to 
strengthen multilateral RBM systems. The review identified which RBM tools are in 
place, as well as how effectively these are used to improve organisational effectiveness 
and efficiency in delivering development results. The RBM assessment was carried out 
by a peer panel. The review describes agencies’ evaluation systems and policies in terms 
of DAC Evaluation Principles, for example, the extent to which multilateral evaluations 
are independent, credible and usable. Data for the review were collected from multilateral 
documents, interviews with staff, on-site observations and discussions in workshops.*® To 
date Danida completed assessments for UNDP, UNFPA, IFAD. OFICFIR and UNICEF. 

An example of a RBM assessment: The 2007 UNICEF RBM study*’ concluded that: 

(a) UNICEF has made progress in developing its RBM systems, particularly by strengthen- 
ing its results-based planning framework the Medium Term Strategic Plan (MTSP); (b) the 
process of selecting MTSP outcome indicators effectively engages multiple stakeholders 
in the strategic decision-making process; (c) while MTSP outcome indicators offer an 
indication of global UNICEF priorities, they do not sufficiently identify how UNICEF will 
pursue those priorities; (d) UNICEF's MTSP key performance indicators provide measur- 
able, objective and attributable indicators of its organisational and operational performance 
but there are gaps in measuring the effectiveness/efficiency of its activities, as well as in 
measuring progress on UN Reform and RBM; and (e) donors perceive that thematic reports 
do not provide sufficient information to evaluate UNICEF’s performance. 

Recommendations to UNICEF included: (a) ensure that strategic objectives are clear; 

(b) improve the MTSP key performance indicators by including a limited number of addi- 
tional effectiveness/efficiency indicators; (c) improve thematic reports; (d) improve account- 
ability for performance; and (e) coordinate RBM efforts between UN agencies to avoid 
duplication. 

Tools such as the RBM assessment could potentialh reduce the number of external 
evaluations of multilatcrals. RBM assessment serves the dual purpose of generating 
credible assessment information while focusing management attention on areas of critical 
long-term importance to bilateral objectives. 
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Performance Management Framework (PMF) 

Since 2003 Danida has been evaluating some of its major multilateral partners annually 
using the sv'nthetic tool. Performance Management Framework (PMF). The PMF is a set of 
tools and methodologies to measure, assess, monitor and improve the performance and account- 
ability of bilateral and multilateral development co-operation. The PMF combines qualitative 
(performance reviews, sector reviews, evaluations) and quanhtative methods (e.g. monitoring 
of indicators) to track progress. The objectives of PMF are to: (a) enhance the quality of devel- 
opment co-operation; (b) improve management and continuous learning; and (c) strengthen 
accountability. The PMF for multilateral co-operation focuses on three levels: the corporate 
(Danida) level, the organisation level (headquarters) and the country level (field level).-” 

Some of the key findings in Denmark’s Annual Performance Report 2006 concerning 
multilateral development co-operation were: (a) the performance of the 17 multilateral 
organisations”' covered in the report in “fulfilment of overall objectives of the organisation” 
was rated as either "very satisfactory" or “satisfactory”; (b) the rating on alignment with 
MDGs and poverty reduction strategies was “satisfactory” for all; (c) the general score 
on cross-cutting issues is high; (d) most of the organisations arc in the process of reform; 
and (e) a general observation from Danish Embassies is that the organisations need to 
strengthen their RBM systems in order to produce more precise and reliable information 
on their performance in the field.”” 

Further reflections on assessment tools 

Comparative studies of multilateral assessment tools show that none of the current 
approaches give a full picture of multilateral effectiveness. All the tools have strengths 
and weaknesses. The studies give recommendations and suggestions for ways forward 
on multilateral assessment tools (see for example Assessing Multilateral Organisation 
Effectiveness)?^ Some of the suggestions are highlighted here to spur future discussion. 

Duplication 

There is considerable duplication of effort among the approaches to multilateral 
assessment in the field. Individual bilateral assessments often ask multilaterals to provide 
similar kinds of information, and surveys of partnership behaviour often ask development 
stakeholders at country level similar questions. Such a duplication of effort is inefficient and 
wastes the time of key decision-makers - time that could be better spent on core business 
and improving effectiveness rather than answering questions. Both the Paris Declaration and 
the Accra Agenda for Action (AAA) commit to reducing reporting burdens. 

There are many reasons why assessments of effectiveness by both bilateral donors and 
multilateral agencies have proliferated. The main reasons are, budgetary and accountability 
pressures, either from governing bodies in the case of multilateral agencies or domestic 
constituencies in the case of bilateral donors. As there is no international consensus on the 
minimum criteria for assessing effectiveness, or good practice standards for assessment 
methodologies, bilateral donors continue to carry out their own assessments of multilateral 
effectiveness, in part because they are unsure of their actual needs. Hence, bilateral donors 
would benefit from a more critical look at their internal objectives and from defining 
more precisely how they intend to use assessment information, especially in making their 
multilateral aid strategies more effective. 
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fFajs forward 

Ideally reports from multilateral ageneies would be sufficiently comprehensive to sat- 
isfy bilateral donor information requirements and would make separate assessments unnec- 
essary. In acknowledging this there is a strong case for bilateral donors to change the way 
they advocate for reform of the multilateral system. Instead of assessing the effectiveness of 
multilateral agencies from the outside (often using non-transparent approaches), they could 
use their positions on multilateral agency executive boards to advocate internally for better 
reporting on effectiveness. The Common Performance Assessment System (COMPAS) is a 
joint attempt by the multilateral development banks to improve the reporting of their results 
and make bilateral assessments unnecessary. 

A shift tow'ards self reporting by multilatcrals would be a way to apply Paris Declara- 
tion principles to contributions to multilaterals. Further work by the DAC could examine 
the effectiveness of the current system of funding multilaterals and prepare the way for 
discussions with the multilateral system on this approach. The current system has strong 
parallels with aid effectiveness issues at country level, such as lack of predictability, over 
prescriptive donors and multiple reporting systems. Applying Paris Declaration principles 
would encourage multilateral “ownership", align donor and multilateral systems for 
reporting, and provide mutual accountability for results. Such a shift would need to reflect 
differences in the effectiveness of multilateral governance structures and how well they 
operate. Until self reporting is adequate, bilateral donors may still need to make separate 
external assessments. But. there is a strong case for: (a) conducting assessments collectively 
in order to reduce duplication and transaction costs, and (b) developing a consensus on 
minimum requirements and standards for such assessments, and a common position on 
advocacy for improving multilateral reporting itself 

Initiatives such as the MOPAN Common Balanced Scorecard Approach have the 
potential to help to meet these requirements, especially if other countries, in addition to the 
current 11 MOPAN members, adopt this tool. COMPAS focuses on results and initiatives 
to get more value for money. Progress on specific measures, such as the Paris Declaration 
indicators, would serve to round out the picture of multilateral effectiveness. Reports such 
as the IFAD effectiveness report may provide a way forward in multilateral self reporting, 
and in assessing the relevance of the institution to its mandate. However, in becoming more 
reliant on multilateral reports it is also important to promote mutual accountability. The 
information needs of partner governments must be adequately met and their participation 
in surveys must be ensured (see Chapter 8 for more on partner country perceptions of mul- 
tilateral agencies). 
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Chapter 8 

Partner Country Views on Multilateral Organisations 


Despite their position as shareholders, bilateral donors are not the only ones who make 
decisions about how. when and to what extent they should engage with multilateral organi- 
sations. Partner governments also ask the same set of questions when making decisions 
on finance. Partner countries should, therefore, be involved in assessing multilaterals and 
framing multilateral reforms. However, there are not many studies on how national part- 
ners perceive multilateral performance. This chapter, therefore, briefly touches on a few 
aspects of this. 

Perceptions of multilateral performance 


Overseas Development Institute (GDI) survey 

In 2007. the Overseas Development Institute (ODI) began a three-phase DFID-funded 
pilot project to develop an understanding of key stakeholder perceptions of the effectiveness 
of multilateral organisations. The first phase looked at the perceptions of a small cross- 
scction of experts representing a range of perspectives on multilateral organisations. This 
phase also sought the views of stakeholders in partner countries on the performance of key 
multilateral organisations and which organisations they would prefer to disburse additional 
aid. The assessment was carried out in six countries: Bangladesh. Ghana, India, South 
Africa, Tanzania and Zambia. In total 261 individuals, from five stakeholder groups in each 
countr\', gave their views and perceptions about aspects of seven multilateral organisations: 
AfDB.’ AsDB. EC, The Global Fund, UNICEF. UNDP and the World Bank, Stakeholders 
surveyed were civil servants, government ministers, members of parliament, business 
leaders and civil society leaders. 

One of the main conclusions of the report was that preferences for the source of 
additional aid disbursements are independent of perceptions of multilateral effectiveness 
but there is a weak statistical association in the data between the level of ownership and 
perceptions of effectiveness. The AfDB. for example, was rated poorly on most of the fif- 
teen effectiveness indicators. Despite this, three of the four African countries in the study 
preferred the AfDB to the EC and World Bank as a disbursement channel for additional 
aid. The authors hypothesise that this can be attributed to governance: respondents feel a 
greater sense of ownership and prefer AfDB as a disbursement channel because it has strong 
regional membership. However, UNDP was the most preferred channel for disbursement of 
additional ODA. 

When asked to judge overall effectiveness of a multilateral, no organisation rated more 
highly than another overall. However, on fifteen specific effectiveness indicators, the 
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AsDB. UNDP and World Bank rated highest. The fifteen effectiveness indicators were 
grouped into tw'o classes: (a) criteria relating to the way donors provide funds; and (b) cri- 
teria relating to donor policies and procedures. When asked to rate the importance of these 
criteria respondents put more weight on policies and procedures of multilateral organisa- 
tions than on factors associated with the delivery of funds. 

The conclusions of this study are indicative rather than authoritative. Perceptions, such 
as those on ownership, are by nature subjective; for example, government officials tended 
to rate the efforts of certain multilateral organisations to promote civil society ownership 
more highly than business and civil society leaders. Furthermore, perceptions are affected 
by contact with organisations, and social and cultural factors. 

Next step: Phase one of the ODl project has been completed and the results dissemi- 
nated in most of the partner countries in the study (phase two). The project is now in its 
final phase. This phase has two objectives: (a) to build greater aw areness of the percep- 
tions of stakeholders about multilateral effectiveness; and (b) to contribute to the common 
MOPAN approach (Box 7.1) by learning from respondents’ interactions with the 2007 ODI 
questionnaire. To meet these objectives. ODl will disseminate the survey findings within 
multilateral organisations and test the hypotheses developed during the initial research 
phase, in particular as regards the apparent contradictions in some of the partner country- 
comments. 

Donor performance revietv in Mozambique 

In Mozambique 19 donors have committed to support the Government’s poverty- 
reduction strategy (PARPA - Plano de Aegao para a Redugao da Pohreza Ahsohita). The 
group includes three major multilateral organisations, the AfDB. the EC and the World 
Bank.' Since 2000, the donor group has made a significant effort to promote government 
ownership, alignment and harmonisation by providing general budget support. The group 
has sought to develop ways of working that allow- it to effectively- support the Government 
of Mozambique’s poverty reduction strategy, including developing and implementing a 
common two-fold performance assessment framework (PAF). The evaluation is part of a 
mutual accountability- exercise. The Government and the donors providing general budget 
support will each evaluate their performance against indicators that they- have jointly- 
adopted. The PAF aims to improve the effectiveness and efficiency of aid in supporting 
social and economic development for poverty reduction.- 

The donor PAF is a set of indicators against w-hich donor performance is measured. 
Every year, an independent consultant assesses the performance of donors against the PAF. 
The donor PAF takes into consideration factors such as: Paris Declaration principles, local 
Memorandum of Understanding, concerns of individual donors and of the group, local expe- 
rience and inputs from the Government of Mozambique. The 19 effectiveness indicators are 
grouped into five classes: portfolio composition, predictability, harmonisation, alignment and 
capacity- strengthening. The Mozambique Programme Aid Partners Performance Review 
200T is the fourtli review of donor performance based on inten-iew-s and questionnaires. 
The review sought the view s of different actors, including Government of Mozambique and 
donor staff The evaluation assessed both bilateral donors and the three multilateral donors. 
In summary, the performance results of the three multilateral donors are: 

African Development Bank Points for performance were 19 out of a possible 36 points 
in the PAF matrix of indicators (53%). Comments on progress included: AfDB has 
improved with respect to portfolio composition relative to 2006 and has made significant 
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improvements with respect to predictability, but is still very weak in areas of harmonisation 
and alignment, and in technical co-operation.'* 

The European Commission Points for performance were 23 out of a possible 36 points 
(64%), the same result as in 2006. Weak areas related to the composition of the portfolio. 
Otherwise, the EU was an all-round good performer, including on the indicators related to 
capacity strengthening. 

The World Bank Points for performance were 17 out of a possible 36 points (47%). 
The report stresses that "the World Bank's poor results (significantly worse than the 2006 
results) are related to portfolio composition and utilisation of Government of Mozambique 
systems and reporting”. However, the report also emphasises that the World Bank is 
penalised because of its focus on large infrastructure projects and suggests that this issue 
needs to be reviewed to minimise the risk of the evaluation becoming just a formality. 

The findings of the 2007 report quoted above should be regarded cautiously. Besides 
the caveat on the infrastructure there arc more general caveats, including limitations on 
the methodology due to biases towards one or another view of what the major inputs to 
aid effectiveness are. elements not covered in the indicator matrix, and the fact that donors 
which do not provide an adequate share of general budget support and programme aid are 
likely to perform weakly.’ 

Reflections on partner country views 

As seen in Chapter 7 most assessments of multilateral effectiveness arc carried out 
for and by donors, mostly the bilateral donors. Assessment therefore primarily meets the 
needs of bilateral donors, rather than the needs of partner countries. In the context of the 
Paris Declaration and progress towards greater countrv ownership, donors should consider 
involving partner countries when developing and revising methods for assessing the 
effectiveness of multilaterals. 

Bringing in partner countries when assessing the multilateral organisations would help 
to: (a) build a better understanding of the performance of multilaterals amongst decision- 
makers, parliamentarians and other key stakeholders, both in donor and partner countries; 
(b) lead to more informed dialogue between multilateral and bilateral staff at headquarters 
and country level; (c) lead to more informed dialogue betw'een multilateral organisations 
and key stakeholders in-country; and d) improve the performance of multilateral organisa- 
tions at the countr\- level. 

For example, the ODl-study mentioned above suggests that there is an opportunity to 
evaluate the activities of multilateral organisations through a partner lens. Understanding 
perceptions w ithin partner countries may highlight issues which were hitherto overlooked 
but which could have an impact on implementation. The responses to the ODI survey 
underline the fact that "partner countries clearly want to be heard". This suggests that 
an important issue in the multilateral reform process is to address the partner countries' 
demand for a "voice”, since without this, financing decisions may be less efficient. Higher 
quotas may not be the only solution. In the case of the IMF reform, it could be argued that 
discussions on quotas over the last few years have diverted attention - of management, the 
board and headquarters - from developing instruments to address the role and challenges 
for the IMF in a new century. 

In giving the example of the Mozambique performance assessment framework the inten- 
tion is not to make a judgement; this is, in any case, impossible because of the limitations 
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and caveats. Rather, the assessment shows how an in-country assessment can cover some 
of the major multilatcrals. Secondly, the caveats and problems encountered in comparing 
donors whose portfolios differ, as mentioned in the report, may indicate that multilateral self 
assessments should address shareholder and stakeholder needs in the mutual accountability 
process. Thirdly, the study is a good example of duplication since it took place at exactly the 
same time as the Paris Declaration survey and even included some of the same indicators. 
Hence, actors in the Government of Mozambique and donor countries answered more or less 
same set of questions at the same time which just added to transaction costs. This is thus a 
prime example of the need for country-owned and led coordination. 


Notes 


1. The bilateral partners are: Austria. Belgium. Canada. Denmark. Finland. France. Germany, 
the Netherlands. Ireland. Italy. Norway. Portugal. Spain, Sweden. Switzerland and the United 
Kingdom. 

2. http;//www.pap.org.mz/history.htm. 

3. lESE (2008). Mozambique Programme Aid Partners Performance Review 2007. http://www. 
iese.ac.mz/lib/publication/outras/PAPs_PAF_2007.pdf 

4. The following caveat was stressed: “Almost half of AfDB's portfolio is in large public 
infrastructure projects. While this is vital for the country. AfDB has been ’’punished'’ for 
focusing on such projects. The same happens, to various degrees, with other donors such as 
the World Bank and the European Union. It would be important to review the classification 
of such projects prior to the next donor evaluation, because they are important and in some 
cases it is more efficient and effective to run them as projects.” 

5. Ibid.. Mozambique Programme Aid Partners Performance RevieM> 2007. 
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Chapter 9 

Reforms in the Multilateral System 


Nearly all DAC member countries stress that reform of major multilaterals is a major pri- 
ority for their boards, HQs and partner countries. In particular most DAC member countries 
put the "One UN” principle and reform as an overriding priority in their engagement with 
the UN (Chapter 3). Because of the focus on reforming the multilateral system, this chapter 
takes a brief look at the reform initiatives. The chapter does not review multilateral reforms 
comprehensively, but introduces specific reform initiatives and reviews progress in some of 
the major multilateral organisations. This chapter covers the "One UN” reform and reform in 
Bretton Woods institutions and regional development banks. 

“Delivering as One”: United Nations at the country level 


Background 

In the history of the UN. one reform has succeeded or replaced another. Recent reform 
initiatives include but are not limited to: the much publicised Security Council Reform; 
the creation of the new Human Rights Council; revitalising the General Assembly; 
a comprehensive Mandate Review; a Review' of Governance and Oversight; ongoing 
management reforms: Strengthening the Capacity to Manage and Sustain Peacekeeping 
Operations; and the Renovation of the UN Headquarters Complex. 

The pressure for a more harmonised and simpler UN structure has grown in the last 
few years. In 2005 the Secrctar\' General presented the report /?7 Larger Freedom' which 
outlines a plan to reform the UN system in preparation for the new' challenges of a new' 
century'. Another milestone was the 2005 World Summit where world leaders said: "we 
pledge to enhance the relevance, effectiveness, efficiency, accountability and credibility of 
the UN system. This is our shared responsibility and interest”.’ 

The UN Secretary-General commissioned a High-level Panel (HLP) to report on UN 
system-wide coherence in development, humanitarian assistance and the environment. The 
HLP released the report. "Delivering as One”, in 2006. The report concluded that there 
was systemic fragmentation of UN work on development and the environment, that policy 
was incoherent, and that there was duplication and operational ineffectiveness across the 
system.’ Co-operation had been hindered by competition for funding, mission creep and 
by outdated business practices. The key recommendation was to establish "One UN” at 
country level with One Leader. One Programme, One Budget and, where appropriate. One 
Office. The "One UN” reform aims to establish appropriate got ernance, managerial and 
funding mechanisms, to make operations more coherent and effective, to harness expertise 
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and experience from across the UN system, to reduce transaction costs and to create 
synergies - m short, to "enable the UN to achieve more than the sum of its parts”.'' 

To get the widest possible agreement and consensus on the far-reaching findings of the 
HLP report, the President of the General Assembly appointed two co-chairs’ and asked 
them to hold informal consultations on system-wide coherence. The General Assembly 
recently welcomed the first report of the co-chairs’, and decided that discussions on 
system-wide coherence should continue with a view to formally adopting the HLP report. 
At the final meeting of the 62'"* session. 15 September 2008. the General Assembly adopted 
resolution A/RES/62/277 on system-wide coherence based on draft resolution A/62/L.51.’ 
By adopting this resolution, the Assembly decided that work on system-wide coherence 
would focus exclusively and in an integrated manner on “Delivering as One” at the country 
and regional levels, harmonisation of business practices, funding, governance, and gender 
equality and the empowerment of women. 

Thus, in contrast with other UN reform efforts, the imperative for a more effective UN 
development system at the country level has been clearly endorsed. Through numerous 
General Assembly and Economic and Social Council resolutions, most notably Triennial 
Comprehensive Policy Reviews and companion Resolutions of 2001, 2004 and 2007, 
member stales have called upon all concerned to “enhance the relevance, effectiveness, 
efficiency, accountability and credibility of the UN system” by implementing operational 
reforms to strengthen the UN. 

“Delivering as One” pilot countries 

Since the beginning of 2007, efforts to improve efficiency, coherence and effectiveness 
of the UN development system have received fresh impetus. Eight self-selected “pilot” 
developing countries adopted the “Delivering as One" approach. Ongoing "Delivering 
as One" reforms in Albania, Cape Verde, Mozambique. Pakistan, Rwanda. Tanzania, 
Uruguay and Viet Nam aim to increase the impact of UN development interventions in 
support of national priorities at the country level by improving efficiency, coherence and 
effectiveness of UN operations. 

The One Programme, One Budgetary Framework, Joint Resource Mobilisation, Joint 
Communication Strategy, Common Business Practices and One Leader mechanisms in 
"Delivering as One" pilot countries provide the host governments w ith a comprehensive 
overview of the scope of assistance provided to their countries by the UN system. This 
helps leaders identify priorities for UN support. It also helps reduce fragmentation, 
duplication and internal competition for resources among UN organisations. The approach 
has also helped establish each resident coordinator as the “One Leader” of an empowered 
UN country team (UNCT), with the authority to "negotiate the "One Programme” with 
the host government and to shape the related allocation of funding, while being subject to 
a clear accountability framework and effective oversight mechanism and with authority in 
turn to hold members of the UNCT accountable”. “National Ownership” of the process and 
"No One Size Fits All” are key guiding principles in the approach. 

In May 2008 the Government of Mozambique hosted a seminar on "Exchanges of 
experience and lessons learned among the eight "Delivering as One” pilot countries". 
Government representatives from the eight pilot countries and two other countries with 
similar processes (Botswana and Malawi) participated. The Maputo Declaration issued 
by seminar participants invited the General Assembly to “fully support the countries 
engaged in “Delivering as One" in their continuing efforts". At the same time, the Maputo 
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Declaration points to constraints that continue to impinge on the full and accelerated imple- 
mentation of the ‘'Delivering as One" approach. These include: (a) the lack of predictability 
and timeliness of funding: (b) the lack of harmonisation and simplification of business 
practices: (c) high transaction costs of the UN generally: (d) poor alignment of UN capaci- 
ties with the priorities of programme countries: and (e) low level of use of national opera- 
tional capacities. The Final Summary Statement underlined the need to provide more and 
better upstream normative and policy advice, rather than downstream delivery of stand- 
alone projects, but also emphasised that agencies must “accelerate the reform of their head- 
quarters to enable them to respond more effectively and rapidly to the needs of programme 
countries". In a number of ways, the recommendations of the Mozambique seminar thus 
reiterate those of both the High Level Panel and the 2007 Triennial Comprehensive Policy 
Review (TCPR) resolution. 


Box 9.1. Joint donor mission to selected “Delivering as One” pilot countries 

A joint Netherlands, Norway and United Kingdom donor mission visited Tanzania, 
Mozambique and Malawi 8-15 May, 2008, to examine progress and support the piloting of 
“Delivering as One’". The mission found that UNCT members had dedicated significant energy, 
commitment and passion to make “Delivering as One” a success. Working as “One UN” already 
showed positive results; stronger government ownership; better coordination and co-operation 
between UN agencies and line ministries: lower transaction costs: more coherent and better 
aligned “One UN” countiy' programmes: better integration of cross-cutting issues such as 
gender; efficiency gains: and a stronger UN that had earned a seat at the Table during budget 
support consultations (by contributing valuable expertise rather than a lot of money). 

In all cases the donors found that governments were committed to the success of "Deliver- 
ing as One”. However, each of the countries visited differed in terms of leadership and owner- 
ship by government, and how government coordinated with the UN. 

Similarly, donor engagement was mixed, and it was clear that a cross-section of donor 
partners in-country need to engage adequately. Donors also need to limit earmarked contribu- 
tions to UN organisations. The World Bank was active in all countries, but could give a higher 
priority to more co-operation with the UN. 

The bureaucracy in UN headquarters was cited as stifling attempts by the UN at country 
level to become more relevant and efficient. The mission concluded that UN headquarters 
should remove obstacles to co-opcration, harmonisation and alignment. In particular, all UN 
agencies should: delegate authority to participate effectively in the “One UN'’ to country 
offices; allow efficiency savings to be used for programme expenditure: harmonise busi- 
ness procedures: and make even more use of national systems, such as national procurement, 
accounting, monitoring and evaluation. 


New inter-agency structures in place in support of ‘^Delivering as One” 

Following proposals by the Chief Executives Board for Coordination (CEB) made 
in a report presented by the Directors General WTO and the ILO on the structure and 
working methods of the UN system and its relations to other inter-agency mechanisms, 
it was agreed to reinforce the authority of the CEB as the primary organ for setting 
policy and making decisions. The main outcome has been the integration of the United 
Nations Development Group (UNDG) into the CEB as a third pillar for development co- 
operation alongside the high-level committees on programmes and management. This has 
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Strengthened the legitimacy and oversight of the important initiatives to better coordinate 
operational activities at the country level that UNDO undertakes on behalf of the entire 
UN system. 

Under this new structure, all CEB members support the development of the High Level 
Committee on Management Plan of Action for the Harmonisation of Business Practices 
in the UN system. The Action Plan builds on the belief that, within a system structured 
around a variety of mandates, more coherent working modalities of the member agencies 
will significantly improve programme results while in the medium- and long-term allowing 
for a substitution/reduction of costs to individual agencies. 

The UNDO itself, as a new third pillar of the CEB. has been restructured. Working 
methods have been revised and streamlined. The Development Operations Coordination 
Office (DOCO) provides the secretariat for the UNDO. DOCO will perform two key roles: 
(a) supporting the work of the UNDO at the headquarters level, in close collaboration with 
the CEB secretariat; and (b) supporting the resident coordinator system at the country level 
as well as the regional directors’ teams. UNDO complements the High Level Committee on 
Programmes on system-wide policy and programme issues, and the High Level Committee 
on Management on system-wide management and administrative issues. 

DOCO also supports the UNDO Advisory Group, which was established in October 
2007 to provide guidance to the UNDO Chair on the management of UNDO and the 
Resident Coordinator (RC) System operations. A priority for the Advisorj' Group in 2008 
has been the development of a “Management and Accountability System for the United 
Nations Development and Resident Coordinator System”, also referred to as the “functional 
firewall” for the Resident Coordinator System. 

Challenges ahead 

All levels in UN agencies have reported a heavy workload, higher short-term start-up 
costs and higher transaction costs as a result of the "Delivering as One” initiative. This 
echoes concerns expressed in the 38"' United Nations Issues Conference" of the dangers 
of simplistic assumptions regarding cost savings, such as combining physical locations or 
administration. Experience in Cape Verde proved that this can be counterintuitive as there 
the cost of combining facilities caused a short-term spike in programme administrative 
costs, although there are likely to be long-term savings. Furthermore, with respect to 
funding, it has been noted that, although the new mechanisms highlight funding gaps and 
joint resource mobilisation at country level, high expectations of government or United 
Nations funding can lead to unrealistic programming." 

At the March 2008 High-Level Conferenee on UN System-wide Coherence, the Deputy 
Secretary General noted. "We need ... to continue addressing the challenges that we still 
face. We need to recognise that the slow pace of reform and change at Headquarters is 
hindering the Pilots. We have to ensure that the global tools and processes are in place to 
support and strengthen a more efficient United Nations at the country level. There needs to 
be increased clarity on RC authority and mutual accountability w ithin the United Nations 
Country Team”'" 

Based on the Triennial Comprehensive Policy Review (TCPR) 2007 and the companion 
ECOSOC Resolution 62/208. the UNDG will continue supporting the “Delivering as One” 
pilot countries until the results of the final evaluation of the "Delivering as One” pilots are 
discussed in UN inter-governmental forums. Over the next three years, some 90 countries 
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will roll out their new or renewed UNDAFs. This is a great opportunity for the UNDO, in 
compliance with the TCPR resolution, to support these countries in improving efficiency, 
coherence and effectiveness at the operational level. This, in turn, will require more 
technical and financial support than is currently provided. So it is encouraging to note that, 
at the UN High-Level Event on the MDGs, the governments of Spain and the UK - and 
later Norway - committed specific additional funding for the “Delivering as One“ reform. 


Box 9.2 “Delivering as One” in Mozambique 

Mozambique is one of Africa's biggest recipients of official development assistance. 
External assistance finances about 50% of annual government spending. Since the UN 
“Delivering as One” process was launched, donors and missions have inundated Mozambique 
with requests for information, which have been extremely time-consuming for communication 
staff The stocktaking report emphasises that good time management and planning is essential. 
Most of the year has been spent planning and making preliminary steps. Conceptualisation and 
development of the “One Programme” is best done as part of the UNDAF development process 
so as to include all parts of the UNDAF. At the same time the report stresses the need for institu- 
tions to systematically share good practices and for the UN to build capacity. The “Delivering 
as One” process has been complicated by the absence of pre-approved formats for Memoranda 
of Understanding and Letters of Agreement which led to several rounds of consultations with 
various regional and Headquarter bodies. 

Though it is too early to see the impact of joint resource mobilisation and “One Fund” 
transaction costs on partners, early assessments suggest that there will be substantial gains. 
Furthermore, the report comments that assistance programmes are more harmonised, not only 
those of UN agencies in Mozambique but also those of all UN agencies. An example was the 
leadership of the United Nations team during the February 2007 floods in Mozambique. 


Reforming the Bretton Woods institutions “ 


International Monetary Fund 

In September 2006, at the International Monetar>- Fund (IMF) annual meeting, members 
endorsed a programme of governance reform to “better reflect the relative weight of member 
countries in the world economy and enhance the voice and participation of low-income 
members within the institution”.'- Members agreed on a package of reforms which included 
the following: (a) an initial ad hoc increase in quotas for the "most under-represented 
countries” - China, Korea, Mexico and Turkey; (b) a new formula for the assessment of 
members’ quotas in the IMF; (c) a second ad hoc quota increase based on the new' formula; 
(d) an increase in basic votes, which effectively increases the voting power of those members 
whose voting pow'er is below' the Fund membership average as a whole, such as low-income 
countries; and finally (e) additional staff for the two executive directors representing African 
members. 

The initial ad hoc quota increase for China, Korea, Mexico and Turkey has already 
been implemented and the Executive Board is developing a new quota formula. The 
increases to basic votes require an amendment to the Articles of Agreement - a relatively 
rare occurrence which the majority of members must support. In April 2008, the Board 
of Governors adopted a resolution on quota and voice reforms, including an amendment 
of the Articles of Agreement to enhance voice and participation. At the 2008 annual 
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meeting the International Monetary and Financial Committee of the Board of Governors 
(IMFC) welcomed the adoption of this resolution and stressed that it is an important first 
step towards realignment of member quotas and voting shares. IMFC also emphasised 
that realignment is expected to increase the quotas of dynamic economies and, hence, the 
overall share of emerging market and developing economies.'’ The final stage, increasing 
basic votes, requires acceptance by at least three-fifths of the members, representing 
85% of the total voting power, to become effective. Most member countries will need the 
approval of their domestic legislatures first. 

World Bank Group 

In September 2007, as part of a series of changes to the World Bank's funding strategy, 
the World Bank Group announced a cut in the interest rate on loans to middle-income 
countries to pre-Asian financial crisis levels,. As part of these changes, specifically to the 
International Bank for Reconstruetion and Development (IBRD), the loan and guarantee 
pricing structure has been simplified, new' hedging products have been the introduced and 
the interest rate “spread” - the gap between the rates at which the bank borrows and the 
rates at which it lends - has been halved,''' in accordance with the President’s stated aim of 
being "faster, better and cheaper”.'’ 

Other recent reforms within the World Bank relate to decentralisation, budget reform, 
voice and participation of developing countries. World Bank and IMF collaboration, and 
improving transparency. In response to questions about voting and. therefore, voice in 
the World Bank, the President said that "the Bank is rcadv' to help shareholders review 
the implications for the Bank and develop proposals, taking into account that the Bank’s 
circumstances are different from the IMF”.'" At the 2008 annual meeting, the Development 
Committee welcomed the package of reforms enhancing the voice and participation of 
all developing and transition countries in World Bank Group governance and work. This 
is seen as an important first step in the ongoing process of comprehensive reform. The 
package of reforms includes both immediate concrete steps and commitments to further 
steps, such as; creating an additional board seat for sub-Saharan Africa; increasing voting 
shares for developing and transition countries in IBRD and IDA, giving special emphasis 
to smaller members; and further realignment of developing and transition countries' Bank 
shareholdings by the Bank’s Board through a review that will develop principles, criteria 
and proposals for Bank shareholding. The Board will develop proposals by the 2010 annual 
meetings, with a view to reaching consensus on realignment at the following meeting.” 

CoUahoration within Bretton Woods institutions 

Since the 1966 memorandum on "Fund-Bank Collaboration” there have been 
numerous statements and guidelines on collaboration between the IMF and the World 
Bank. Most recently, the Managing Director of the IMF and the President of the World 
Bank commissioned an External Review Committee to review institutional collaboration 
between the two Bretton Woods institutions. Their findings, delivered in February 2007, 
stressed that the integration of economies and the emergence of global issues requires 
international institutions not only to respond to developments, but to be “ahead of the 
curve” and be innovative and proactive in helping members address the challenges of 
globalisation.'* The report, in addition to giving examples of strong collaboration between 
the two institutions, such as the Heavily Indebted Poor Countries initiative and the 
Financial Sector Assessment Program, emphasised that weak collaboration results in higher 
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costs for donors and partners through wasted resources, poor and conflicting advice, and 
gaps in provision. 

Subsequent to the findings and recommendations of what is often referred to as the 
Malan Report, after the Chair of the External Review Committee Pedro Malan. a Joint 
Management Action Plan (JMAP) was prepared by a joint Bank-Fund staff team in 
September 2007. The JMAP outlined actions in response to the Malan Report recommenda- 
tions relating to areas such as technical co-operation and procedural changes. With regard 
to human resources, for example, the JMAP outlines actions to improve inter-institutional 
mobility, and performance assessment of staff on secondment, to facilitate and incentivise 
staff collaboration. 

In response to the recommendation to “undertake war games together" - to collaborate 
on responding to hypothetical crises through the joint design and implementation of 
facilities and instruments - the JMAP indicates that both institutions will continue to “take 
steps” to ensure preparedness.” On fiscal issues, however, the Plan outlines a clearer set 
of activities to encourage an integrated Bank-Fund approach to designing fiscal policy. 
Likewise, processes have been put in place to act on the recommendations relating to 
delineating responsibilities for financial sector issues. 

The JMAP docs not address the recommendations relating to governance outlined in 
the Malan Report. Such recommendations include holding a special joint meeting of the 
International Monetary and Financial Committee and the Development Committee to 
consider the Malan Report, the formation of a standing Bank-Fund Board working group, 
and considering far-reaching changes to Board composition and interaction. The first 
progress report has been scheduled for the 2009 annual meetings of the IMF and World 
Bank boards. 

Reforms in regional development banks 


African Development Bank 

Building on the pre-2005 restructuring programme that focused on consolidation, 
centralisation and financial integrity, the current President launched a Task Force for 
Institutional Reform in October 2005 to enhance the development impact of the AfDB. The 
Task Force recommendations guided reforms in human resource management, business 
processes, decentralisation, budget processes, knowledge generation and management. 
The knowledge generation and management component equipped all country and regional 
offices with enhanced IT systems, allowing faster and more reliable communication and 
better work flows. These reforms are targeted to build and brand the Bank as a resulls- 
oriented institution characterised by: a stronger country focus; enhanced regional/sub- 
regional focus; and higher operational effectiveness and efficiency. 

The AfDB has committed to a greater focus on results to the extent that, in 2007, 
it adopted a Performance Management System based on Key Corporate Performance 
Indicators (KPIs) and underpinned by measures and indicators for each complex of the 
Bank. The targets and indicators will facilitate management discussion, provide timely 
information on corporate trends and inform decision making. Significant early results and 
progress have been made during 2007 and 2008 across all priority reform areas. 
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Asian Development Bank, Inter-American Development Bank anil European 
Bank for Reconstruction and Development 

Like the AfDB. the Asian Development Bank (ADB) is engaged in reforms to strengthen 
human resource management to ensure a better mix of skills and put in place a new system 
of incentives. ADB is also adopting a knowledge management framework to enhance know l- 
edge sharing among clients.™ 

The diversification of opportunities for development finance through private lenders, 
sub-regional lenders, national institutions and foreign government investment, has put 
pressure on regional banks to re-think their organisation and strategy. The Inter-American 
Development Bank (IDB), for example, has begun a reorganisation approved by its 
Executive Board in December 2006. The reforms include lending to a broader array of 
borrow'ers not backed by sovereign guarantee, renewed emphasis on large infrastructure 
projects and delegating more responsibility to country' offices. 

Meanwhile, the European Bank for Reconstruction and Development (EBRD), whose 
original mandate was to foster the transition towards market economics in Central and 
Eastern Europe, has shifted its geographical focus to South-Eastern Europe, the Caucasus, 
Central Asia and Russia.-' 

External aid management reform in the European Commission 

In recent years, the EC's external assistance reform has transformed many aspects of 
its development cooperation system. Central to the overall pace and structure of that reform 
was the creation of EuropeAid Cooperation Office in 2001 and the subsequent devolution of 
aid management to the EC field delegations. EuropeAid has responded purposefully to its 
mandate to implement the growing and increasingly diverse worldwide portfolio of activi- 
ties. Its role as the Brussels point of coordination for implementing most Community devel- 
opment action is a factor in the successful devolution of responsibility to field delegations. 

The range of management reforms carried out since 2001 includes those confirmed by 
the 2005 European Consensus, such as principles of engagement, delivery and policy. The 
Consensus outlined objective criteria for resource allocation and for targeted improvements 
in harmonisation with external donors in streamlining internal procedures, reinforcing 
quality control and better use of results. Reforms put in place since 2001 include: 

• The implementation as of 2007 of a more streamlined set of financial instruments, 
which channel development co-operation through the Development Cooperation 
Instrument (DCI), the European Development Fund (EDF), the European Neigh- 
bourhood Instrument, the European Instrument for Democracy and Human Rights, 
the Instrument for StabiliN, tire Nuclear Safety Instrument, the Pre-Accession 
Instrument, and the Instrument for Industrialised Countries. This was a major step 
to haimonise and simplity- procedures needed to manage Community funds. It also 
aligns the programming cycles of the Budget (2007-13) and EDF (2008-13) to permit 
further harmonisation of these programmes over time. 

• The financial aspects of Community aid have improved considerably since the DAC 
peer review in 2002. Commitments and disbursements are at record levels; financial 
planning has improved; old files have been substantially cleaned up; outstanding 
commitments are now under control; and overall commitments and payments have 
increased. 
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• In 2005 EuropeAid established a separate Directorate with the mandate to promote 
the quality of operations and to assess the impaet of projects. Quality support 
groups screen project proposals before approval and independent missions monitor 
the results of ongoing activities. 

• Considerable effort has been made to guide and train managers in the appropriate 
use of simplified procedures. This has included user-friendly guidelines on meth- 
odologies, themes and procedures in the new sj'stems. 

Reflections on multilateral reforms 

Reform of multilaterals is now a high priority on the agenda of DAC member countries 
and will be for some years ahead. Reform is important in making agencies more efficient, 
but reform alone will not address the growing complexity of the multilateral system. 
Bilateral donors, as well as pursuing reform, also need to think of better ways of dealing 
w ith their multilateral partners. One way bilateral donors could avoid adding to complexity 
and transaction costs is to make more use of existing agencies rather than creating new' 
topic-specific funds. 

Reforms are not designed and anchored, and do not deliver results overnight. This report 
shows that reforms are progressing and that many multilateral organisations are framing 
and implementing well-intentioned initiatives. However, it is still too early to judge the 
results. Only time will tell whether or not the new reforms simplify the multilateral system 
and. hence, enhance the effectiveness of multilateral assistance. For multilateral reforms 
to show results it is crucial that reforms are integrated across the whole development field, 
among donors, organisations and partner countries. Within the multilateral organisations 
themselves, for reform to show results, it is likewise vital that the ideas, instruments and 
aims of the reform are owned by all staff If there is no "ow nership” within the organisation 
any new reform w'ill be just another in the sequence of initiatives. 

The question now is how DAC donors and others can help take the multilateral reforms 
forw ard in boards. HQs and in partner countries. In further reform, it should be borne in 
mind that refoims need to simplify and modernise systems, not just add to bureaucracy. 
For example, at the Accra High Level Forum the head of UNDP asked donors to support 
"One UN”. He said that new funds were welcome but added “please do not attach a new' 
bureaucracy to them. Think three times before setting up a new fund”. Experience in 
piloting the "One UN” reform also prompted a reflection that donors should avoid making 
premature assessments on progress and give governments time to implement reforms. Donor 
coordination on missions for “One UN" and other purposes arc therefore as vital as ever. 
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Appendix 

DAC Donors’ Multilateral Aid: Trends and Policy 


This Appendix presents a study of the 23 DAC members' multilateral aid. For each 
DAC member, it includes information on multilateral aid allocations, main objectives and 
strategies when engaging with multilateral organisations and management of multilateral 
aid. It also includes the multilateral recommendations of the latest DAC Peer Review - and 
where relevant recommendations by the national audit institution - and the country’s follow 
up on these. 

The data on individual ageneies in Section 2 are not intended to be comprehensive; 
they cover just the major channels of delivery of non-core funds as reported to the Creditor 
Reporting System. These data cannot be summed across DAC members to calculate core 
and non-core contributions to any one agency. Such data are available online at www.oecd. 
org/dac/stats. 

Methodology. Unless otherwise stated, data are based on DAC statistics. Information 
on multilateral policies and strategies was provided by DAC members based on an initial 
draft drawn from public sources: mainly internet sites of the countries' Ministry of Foreign 
Affairs and/or development agencies. As throughout the rest of the report, gross figures 
are used to show the proportion of outflows from each DAC member to multilateral 
organisations w'ithout deducting repayment of loans. For each country, debt relief covers 
debt forgiveness, rescheduling and other action of debt. As a general remark, Section 1 is 
based on core contributions on a gross disbursement basis, while Section 2 looks at the 
overall use of the multilateral system (i.e. including non-corc funds) for which data arc 
available onlv on a commitment basis. Unless otherwise stated, all data are in constant 
2006 USD. 
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Australia 


1. Multilateral aid at a glance 

In 2006, Australia contributed 15% of its gross ODA in core contributions to 
multilateral organisations, placing it well below the 2004-06 DAC average of 24%. Net 
of debt relief, core contributions to multilaterals as a share of Australia’s gross ODA was 
18%. compared to the three-year DAC average of 29% (three-year DAC average of 19% 
excluding the EC). Although Australia’s total ODA increased by almost 50% over the past 
decade, multilateral core contributions decreased by USD 53 million in absolute terms over 
this period, from USD 380 million to USD 327 million. Therefore, the share of multilateral 
core contributions steadily decreased over the last decade from 27% to 15%. 


Figure 1. Australia’s gross ODA 1997-2006 Table 1. Multilateral share of total ODA 


Year 

Multilateral as 
share of gross 
ODA (%) 

Multilateral as 
share of gross ODA 
excl. debt relief (%) 

1997 

27 

27 

1998 

22 

22 

1999 

26 

26 

2000 

23 

23 

2001 

24 

25 

2002 

22 

22 

2003 

20 

20 

2004 

18 

19 

2005 

14 

14 

2006 

15 

18 



Source: DAC Aggregate Statistics 


A large proportion of Australia’s multilateral core contributions finances two institu- 
tions: the World Bank and the AsDB. The AsDB. with its regional focus, is currently the 
only regional development bank to which Australia provides core funding. In 2004-06, 
the World Bank accounted for 45% of Australia’s multilateral core assistance (7% of total 
ODA), follow ed by the AsDB which accounted for 21% (3% of total ODA). The UN system 
ranked third, receiving 18% of multilateral core assistance (3% of total ODA) in 2004-06. 
WHO, UNHCR and UNICEF w'ere the three largest recipients in the UN system, account- 
ing for 16%, 15% and 9% of core UN contributions respectively. 
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Figure 2. Major recipients of Australia’s multilateral ODA (core contributions) 

(ODA three-year average 2004-2006. constant 2006 USD million) 



Source: DAC Aggregate Statistics. 


2. Total use of the multilateral system 

Tabic 2 shows data on Australia’s aid (commitments) channelled through multilateral 
agencies. Australia’s core contributions to the UN amounted to USD 38 million in 2006, 
but this represented only 18% of its total aid to and through the UN that year. Another 
USD 167 million was allocated through the UN for specific projects and programmes. 
Hence. Australia’s total use of the UN system (that is, both core and non-core funding) 
in 2006 amounted to USD 205 million, almost equal to its use of the World Bank Group. 
Only 57% of Australia’s funding to the multilateral system is core funding, and hence 
Australia is among the DAC donors with a relatively large share of earmarked funding. In 
terms of both core and non-core funding, Australia channelled some 31% of its aid to and 
through the multilateral system in 2006. The major factor driving Australia’s substantial 
use of non-core funding is its efforts to increase the focus of multilateral agencies on the 
Asia-Pacific region. AusAID notes that the change in Government in Australia in 2006 has 
resulted in a revitalised engagement with multilaterals. This has led to increased funding 
for multilaterals and a rebalancing of core and non-core funding ratios. 


Table 2. Australia’s core contributions to multilateral agencies and aid channelled through multilaterals 
Commitments (excluding debt relief) in 2006. millions of USD 



Core 

Contributions 

Biiaterai aid 
channeiied via 
agency 

Totai Use of 
Muitiiaterais 

Core as share of 
totai use of 
Muitiiaterais {%) 

United Nations 

38 

167 

205 

18 

of which: UNDP 

4 

30 

35 

13 

UNICEF 


46 

46 

0 

WFP 


48 

48 

0 

WHO 

2 

16 

19 

13 

Worid Bank Group 

182 

27 

208 

87 

Reg. Dev. Banks 

72 

20 

91 

79 

Other Muitiiaterais 

36 

30 

66 

55 

Totai 

327 

243 

570 

57 


Source: DAC Aggregate Statistics and Creditor Reporting System. 
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3. Multilateral Strategy 

Aid delivered through multilateral partnerships and channels is an integral part of 
Australia’s international development assistance programme. Due to Australia’s geographic 
location, the programme focuses on the Asia Pacific region. The Australian government 
recognises that it has a special responsibility to assist developing countries in its immediate 
region, and is in a position to understand some of the special development, political, 
economic, social and security challenges faced by some of its neighbours. The government 
has committed to increase its ODA to GNl ratio to 0.5 per cent by 2015 and to increase 
support for international efforts, such as the MDG Call to Action. The government has 
also identified an emphasis on multilateralism, particularly the UN. as one of three key 
pillars of Australian foreign policy.' This has implications for Australia’s engagement with 
international organisations, other donors, and its de\ eloping country partners. 

Australia’s International Development Assistance Program 2008-09-, is designed to 
take forward the increasing commitment to multilateralism. Australia will be active in its 
support for a rules-based international system through contributions to institutional reform 
and building policy consensus on issues w’ith global impact. Multilateral approaches will he 
integral to Australian aid delivery, particularly as aid flows increase to achieve certain goals, 
for example the international effort to combat climate change. Australia will seek enhanced 
partnerships with UN agencies, international financial institutions, and global funds. 

The government has pledged to be more proactive in encouraging multilateral agencies 
to focus on issues of core interest to Australia. Australia views the World Bank and AsDB 
as key partners because of their financial weight, policy dialogue and convening power. 
AusAlD has established a Quadrilateral Cooperation Agenda with the World Bank, AsDB 
and NZAID to better harmonise engagement among the four partners in the region. It will 
work more closely with the IFls on priority sectors where they have particular expertise, 
including on integrated infrastructure development programmes, for example, through the 
Pacific Region Infrastructure Fund, the World Bank and AsDB. 

Expanded support to key agencies in the UN development system will be part of 
increased Australian engagement with the UN. The 2008-09 development assistance budget 
includes a new budget measure - UN Partnership for the MDGs - under which Australia 
will provide additional contributions to seven agencies: UNDP, UNICEF. UNIFEM, WFIO, 
UNAIDS. UNFPA and UNOCFIA. An important feature of the budget measure will be the 
provision of core funding on a multi-year basis, subject to negotiated arrangements, bringing 
a new degree of funding predictability to Australia’s relations with these key UN agencies. 
Substantial increases in contributions to such global programmes demonstrate Australia’s 
commitment to the UN and the MDGs world wide and complement the direct work of 
the Australian development assistance programme in the Asia-Pacific region. Providing 
increased core funding on a multi-year basis also reflects Australia’s continuing commit- 
ment to UN reform, since this gives agencies greater financial stability and the essential 
core resources necessary to plan and implement reform measures. Australia’s commitment 
to system-wide coherence has been enhanced lately through the provision of funding for the 
implementation of the "One UN’’ pilot programme in Pakistan, and voluntaiy contributions 
to the UNDG. the principal driver of the reform agenda. 

The multilaterals arc an important channel for the delivery of Australia’s increasing 
engagement with Africa and South Asia. Australia has made multi-year contributions to 
UN and World Bank trust funds or donor cooperation funds, as w'ell as working with UN 
agencies on specific development programmes. Additionally, Australia makes extensive 
contributions through UN agencies for humanitarian assistance in Africa. 
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4. Management of mnitilateral aid 

The Australian Agency for International Development (AusAID), an administratively 
autonomous agency within the Foreign Affairs and Trade portfolio, is responsible for 
managing Australia’s overseas aid. including most of its multilateral assistance. The Global 
Programs Division within AusAID. which consists of a Development Partnership Branch 
and Humanitarian and Middle East Branch, plays a key role in managing Australian 
multilateral assistance. This division holds the overall responsibility for the UN agencies. 
MDBS and humanitarian assistance. However, the diplomatic missions to multilateral 
organisations and missions in Australia’s partner countries also support the development 
engagement with multilaterals. 

While the majority of Australia’s ODA continues to be delivered through AusAID. 
other government agencies arc increasingly contributing relevant expertise to develop- 
ment policy and programme delivery. Evidence of this whole-of-government approach is 
particularly apparent in Australia’s engagement w'ith the MDBs, where the Treasurer is the 
Governor and the Parliamentarv Secretary for International Development Assistance is the 
Alternate Governor. In practice, work on these organisations is shared between AusAID 
and Treasuiy. with AusAID taking the lead on replenishments of the concessional financing 
arms of the banks, and Treasury taking the lead on certain institutional reforms. In certain 
instances. Australian government agencies other than AusAID lead on Australian policy on 
approaches to some UN agencies. For example, the Department of Education, Employment 
and Workplace Relations lead on Australia’s relationship with the International Labour 
Organisation. 

5. Multilateral recommendations in the DAC Peer Review and other reviews 

In the 2004 Peer Review of Australia, the DAC raised specific recommendations on the 
multilateral aid channel, namely that Australia may want to reflect on the steady decline in 
support for multilateral organisations, and take a strategic view of the future medium-term 
balance between bilateral and multilateral aid.’ 

Australian multilateral aid and its share of total ODA has continued to decline since 
the latest Peer Review. However. Australia is currently developing a long-term strategy 
for scaling up Australia’s ODA, including the use of multilateral versus bilateral aid, and 
multilateral approaches arc central to the Australian government’s policy. 

The first Annual Review of Development Effectiveness produced by the Office of Develop- 
ment Effectiveness - a freestanding AusAID based unit that is independent from programme 
management - briefly touched on the effectiveness of Australia’s multilateral aid contributions. 
It stressed for example that reliable information is currently unavailable on some significant 
non-country programmes, including funding to multilatcrals such as the UN, leading to insuf- 
ficient analysis about how multilaterals can advance Australia's prioriw objectives and which 
multilateral organisations are best placed to do this. The Review also indicates that no clear 
position exists on the merits of core versus non-core funding and on the circumstances in which 
one is preferred over the other.” How'cvcr, evaluation of multilateral organisations is improving. 
An Annual Programme Performance Report was prepared in 2008 for Australia’s core contri- 
butions to multilateral organisations. Quality at implementation reports were prepared in 2008 
for all co-financed multilateral activities over USD 2.6 million and for core funding to multi- 
lateral agencies. The performance of multilateral aid contributions w ill be reported in the 2008 
Annual Review of Development Effectiveness. Furthermore, Australia is undertaking a Rapid 
Assessment of Multilaterals over 2008 to inform increased multilateral engagement. 
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6. Allocation and scaling up of multilateral aid 

The allocation of Australian multilateral aid predominately occurs either through 
multilateral replenishment rounds or through the annual budget process. The Australian 
government has substantially increased its commitment to IDA. the concessional financing 
arm of the World Bank, by increasing its share from 1.49% to 1.80% during the recent 
IDA15 replenishment propelling Australia from 15’^' largest donor to IDA to 12'^ largest. 
Australia has also contributed significantly to the AsDF, the concessional financing arm 
of the AsDB. In the AsDFX replenishment, Australia maintained its position as the third 
largest donor to the AsDF. 

To increase predictability of aid funding and to assist in the scaling up process. Australia 
has commenced a number of sector-focused initiatives with, in most cases, multi-year fund- 
ing commitments. The UN Partnership for MDGs is an example of this approach, which 
sets aside funds in future to support increased core funding to key effective UN agencies. 
Following the change in government in November 2007. Australia is developing a strategy 
for scaling up the development assistance programme. This will include examining the mix 
of modalities necessary to support its delivery. It is expected that the use of multilateral 
channels and international financial institutions will increase as Australia scales up its 
development assistance programme. 


Notes 


1. Australias Prime Minister, the Hon. Kevin Rudd. MP. stated in an address to the East 
Asia Forum on 27 March 2008 that the three pillars of Australia's foreign policy were: the 
alliance with the United States of America: the membership of the United Nations: and 
comprehensive policy engagement with Asia. 

2. Australian Government. Department of Foreign Affairs and Trade (2008). Australia’s 
Internationa] Development Assistance Program 2008-09. http://www.budgct.gov.au/2008-09/ 
content/ministerial_stalements/download/ausaid.pdf 

3. OECD (2004), DAC Peer Review of Australia. Paris, http://www.oecd.Org/document/33/0, 33 
43,en_2649_34603_34227425_l_lJ_37413,00.hlml. 

4. Australian Government. AusAID (2007). Annual Review of Development Effectiveness 2007, 
Canberra, hUp://wwwv.ode. ausaid.gov.au/publications/pdf/arde_reporl-2007.pdf 
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Austria 


1. Multilateral aid at a glance 

In 2006. Austria contributed 27% of its total gross ODA in core contributions to 
multilateral organisations, placing it above the 2004-06 DAC average of 24%. Net of debt 
relief, Austria’s multilateral assistance accounted for more than half of its ODA compared 
to the three-year DAC average of 29% (excluding contributions to the EC, the multilateral 
share was 23% compared to the three-year DAC average of 19%). Multilateral aid increased 
in absolute terms in the past ten years, from USD 279 million in 1997 to USD 407 million 
in 2006. The share of multilateral assistance of ODA (net of debt relief) was relatively 
stable during this period. Debt relief has accounted for a large share of Austria's total ODA 
especially during the last few' years. 


Figure 1. Austria’s gross ODA 1997-2006 Table 1. Multilateral share of total ODA 



Source: DAC Aggregate Statistics 


In 2004-06. Austria's largest recipient of multilateral ODA was the EC, accounting 
for 61% of multilateral ODA (17% of total ODA). The World Bank accounted for 18% of 
its multilateral ODA (5% of total ODA) in 2004-06 all of which was contributed to IDA. 
The regional development banks accounted for 10% of multilateral ODA (3% of total 
ODA): 64% of this was channelled through the African Development Bank. In contrast 
to most other DAC members, the UN system accounted for a smaller share (only 8%) of 
multilateral aid in 2004-06. 
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Figure 2. Major recipients of Austria’s multilateral ODA (core contributions) 

(ODA Ihree-year average 2004-2006. constant 2006 USD million) 



2. Total use of the multilateral system 

Austria's core contributions (commitments) to the UN amounted to USD 27 million 
in 2006, but these represented only 57% of Austria’s total aid to and through the UN that 
year. Another USD 21 million was allocated through the UN for specific projects and 
programmes. However, Austria's total use of earmarked contributions is small compared 
to other DAC members, which may be related to its relatively limited use of the UN system 
compared to its use of the EC and the World Bank. 


Table 2. Austria’s core contributions to multilateral agencies and aid channelled through multilaterals 
Commitments (excluding debt reliet') in 2006. millions of USD 



Core Contributions 

Bilateral aid 
channelled via 

Total Use of 
Multilaterals 

Core as share of total 
use of Multilaterals (%) 

United Nations 

27 

21 

48 

57 

of which: UNDP 

7 

7 

14 

51 

UNICEF 

2 

2 

4 

40 

UNHCR 

1 

1 

2 

35 

UNRWA 

1 

1 

2 

39 

WFP 

1 

2 

3 

44 

WHO 

3 

1 

4 

76 

EC 

265 

3 

268 

99 

World Bank Group 

98 

8 

106 

93 

Reg. Dev. Banks 

36 

- 

36 

100 

Other Multilaterals 

10 

3 

13 

74 

Total 

436 

34 

470 

93 


Source: DAC Aggregate Statistics and Creditor Reporting System 


3. Multilateral Strategy 

The Federal Act on Development Cooperation^ and the latest Three Year Programme on 
Austrian Development Policy (2007-2009)- set the framework for Austria's aid. including 
its cooperation with international organisations. Austria’s multilateral development 
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cooperation plays an essential role in its development policy as a whole. Multilateral and 
bilateral programmes pursue the same goals, such as reducing global poverty, safeguarding 
peace and human security and preserving the environment, and are interlinked in order 
to gain from synergies. As regards the IFls, the Austrian Federal Ministry of Finance has 
der eloped a strategic guide for its cooperation with these organisations, including Austrian 
objectives and priorities at the global and country level.’ 

Austria shares the goals of European development policy, acknowledges the EC’s coor- 
dination role for the development policy of EU members, and has set itself the task of opti- 
mising the EU contributions to the achievement of the MDGs. Austria attaches importance 
to UN activities and prioritises the ongoing process of comprehensive reform of the global 
organisation. Apart from peacekeeping and conflict prevention Austria contributes to UN 
activities in the fields of: human rights, children in armed conflicts, combating drugs and 
crime, disarmament, the environment, etc. Agencies such as UNDP, UNICEF and WFP 
are prioritised in the Austrian multilateral development programme as well as the Vienna- 
based agencies: the United Nations Industrial Development Organisation (UNIDO) and the 
United Nations Office for Drugs and Crime (UNODC). As the host country, Austria sees 
itself as having a special role and responsibility in the effectiveness process of UNIDO. It 
has therefore been active in the elaboration of a UNDP-UNIDO agreement on local rep- 
resentation. ^ 

In Austria’s view, the IFIs have particular competence in the field of poverty reduc- 
tion. Specific objectives for Austria’s involvement in these institutions are: integration into 
international community, burden sharing, support for MDGs, development of markets of 
specific countries and regions and to facilitate participation of the Austrian business com- 
munity in the procurement of MDBs. In its cooperation with the IFIs, Austria’s position is 
in accordance with its core priorities: povertv’ reduction, good governance, sustainable debt 
relief, economic development, regional integration and globalisation, and the ecologieal 
dimension of sustainability. 

4. Management of mnitilateral aid 

The Austrian Foreign Ministry is the focal point for development strategy and policy 
leadership within the Austrian aid system, including most multilateral programmes. 
Ministry of Foreign Affairs’ directorate general VII “Development Cooperation” is a cen- 
tral player in Austria's multilateral assistance programme in terms of policy formulation 
and overall strategic guidance, especially for the UN and the EC. The Ministry of Finance 
is however, responsible for Austria’s cooperation with the IFIs. its export credits and debt 
relief Other ministries are also involved in multilateral activities for example the Ministry 
for Agriculture. Forestry, Environment and Water Management is active in terms of envi- 
ronmental and food aid affairs. 

5. Multilateral recommendations in DAC Peer Review 

In the latest Peer Review of Austria (2004). the DAC raised no specific recommenda- 
tion on Austria's multilateral aid policy. Furthermore, the national audit office has not set 
any recommendations on Austria’s multilateral aid. 
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6. Allocation and scaling up of multilateral aid 

Austria's multilateral contributions do not follow a formula. Austria has pledged to 
reach the EU's goal of 0.51% ODA/GNI by 2010. This pledge was reaffirmed at the last 
European Council in June 2008. According to thematic priorities of Austrian Development 
Cooperation and depending on budgetary' availability within the period 2007-2009 Austria 
intends to increase its contribution to the UN. 


Notes 


1. Federal Act on Development Cooperation (2002) including its Amendment (2003). 

2. Federal Ministry for European and International Affairs (2007). Three-Year Programme 
on Austrian Development Policy 2006-2008, Vienna, http://www.bmcia.gv.at/filcadmin/ 
user_upload/bmeia/media/2-Aussenpolitik_Zentrale/ab_Mai_2008/ADC_3YP_07_09.pdf 

3. Austrian Federal Ministry of Finance. Strategic Guide for International Financial Institutions, 
Vienna, https://vvwvv.bmfgv.at/WipoEUlnt/sterreichunddieInte_8424/StrategischeLinie/ 
IFIend_englisch_web.pdf 

4. Ibid. Three Year Programme on Austrian Development Policy 2006-2008, page 62. 
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Belgium 


1. Multilateral aid at a glance 

In 2006. Belgium contributed 30% of its total gross ODA in core contributions to 
multilateral organisations, placing it above the 2004-06 DAC average of 24%. Net of 
debt relief, Belgium's multilateral assistance accounted for 38% of gross ODA in 2006, 
compared to the three-year DAC average of 29% (excluding contributions to the EC, the 
multilateral share was 14% compared to a three-year DAC average of 19%). Multilateral 
aid increased in absolute terms in the past ten years, from USD 431 million in 1997 to 
USD 620 million in 2006. The growth rate of bilateral assistance has been even higher, so 
the share of multilateral assistance in total ODA has declined over the last decade. Debt 
relief has accounted for a significant share of Belgium's total ODA during the last few' 
years. 


Figure 1. Belgium's gross ODA 1997-2006 Table 1. Multilateral share of total ODA 



Source: DAC Aggregate Statistics 


In 2004-06. the EC was by far its largest recipient, accounting for 60% of multilateral 
ODA (20% of total ODA). Contributions to the World Bank amounted to 21% of multilateral 
aid (7% of total ODA) with 99% going to IDA. Allocations to the UN made up 8% of the 
multilateral funds and the regional development banks accounted for 5% in 2004-06. Of the 
funds allocated to the regional development banks more than two thirds went to the AfDB. 
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Figure 2, Major recipients of Belgium’s multilateral ODA (core contributions) 

(ODA three-year average 2004-2006. constant 2006 USD. millions) 



2. Total use of the multilateral system 

Belgium's core contributions (commitments) to the UN system amounted to 
USD 51 million in 2006. but these represented only 30% of Belgium's total aid to and 
through the UN that year. Another USD 122 million was allocated through the UN for spe- 
cific projects and programmes. Earmarked funding to the UN system is thus a commonly 
used financing tool. In total. Belgium's core contributions accounted for 83% of its total 
use of the multilateral agencies. In terms of core and non-core funding, Belgium channelled 
some 52% of its aid commitments to and through the multilateral system in 2006. 


Table 2 Belgium’s core contributions to multilateral agencies and aid channelled through multilaterals 
Commitments (excluding debt rclicO in 2006. millions of USD 



Core Contributions 

Biiaterai aid 
channeiied via 
aaenev 

Totai Use Of 
Muitiiaterais 

Core as share of totai use 
of Muitiiaterais (%) 

United Nations 

51 

122 

173 

30 

ofv\^ich: FAO 

2 

20 

22 

10 

IFAD 

4 

11 

15 

27 

UNDP 

18 

21 

39 

45 

UNICEF 

4 

5 

8 

45 

UNFPA 

4 

3 

7 

54 

UNHCR 

0 

10 

10 

1 

WFP 


13 

13 

0 

EC 

441 

28 

469 

94 

Worid Bank Group 

307 

12 

319 

96 

Reg. Dev. Banks 

45 


45 

100 

Other Muitiiaterais 

23 

14 

38 

62 

Totai 

868 

177 

1,044 

83 


Source: DAC Aggregate Statistics and Creditor Reporting System. 
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3. Multilateral Strategy 

Belgium uses the Multilateral Development Policy Paper submitted to the Parliament 
in 2002 as a frame of reference for its engagement with multilatcrals. Belgian multilateral 
cooperation is founded upon three pillars in order to achieve the MDGs. These three pillars 
are: (a) the UN and related institutions, (b) the EC and (c) the IFls, particularly the World 
Bank. Each year a Yellow Paper is published, in order to provide a complete overview of 
Belgium’s multilateral activities.' 

Belgium stresses that its multilateral cooperation complements the action of its bilateral 
aid and in recent years it has followed a similar evolution, in search of improved effec- 
tiveness. As for the partner countries. Belgian multilateral aid is now' concentrated on a 
relatively small number of organisations. A concentration policy has been pursued since 
the "Law on Belgian International Cooperation" (May 1999) stated that cooperation with 
multilateral institutions should be limited from more than 40 to around 20 selected inter- 
national organisations with the aim of making a more significant contribution to a limited 
number of organisations. The review of the multilaterals followed criteria defined in the 
1999-law, which includes the general objective that the goals of international organisations 
should be compatible with the principles of Belgian International Cooperation and that the 
areas in which the organisation is active should complement one or more of the priority' sec- 
tors or themes of direct bilateral cooperation. The Belgian government has just revised (by 
Royal Decree in May 2008) the number of multilateral partners further down from 23 to 21.- 
However, Belgium also has compulsory contributions (such as IDA, EDF. the budgets of the 
major Specialised Agencies and the different Environmental Agreements) and considers the 
replenishments of funds of the regional development banks. IFAD. GEF etc. as a compul- 
sory contribution. These organisations come on top of its list of 21 partner-organisations. 

As is the case with most other DAC members. Belgium is pulling increased emphasis 
on better monitoring and evaluation of its multilateral eooperation programmes. Within the 
decision-making bodies of the UN and of the Bretton Woods Institutions, Belgium consist- 
ently strives to improve results-based management, evaluation procedures, monitoring and 
audits. Belgium stresses the importance of identification and development of synergies 
between the organisations in order to minimise overlap and duplication, but also to ensure 
the most effective and efficient utilisation of available financial and human resources. A 
long-term Belgian goal is to simplify the international assistance architecture. To this end, 
in order to enhance predictability of resources, Belgium has agreed a multi-year funding 
approach for its major multilateral partners such as the UNDP.’ 

Belgium organises with its partner-organisations a poliey dialogue (i.e. Annual 
Consultation) during which it tries to bring all its partners to the table. During the first half 
of 2008. Belgium had a round of Annual Consultations with 16 partners in order to discuss 
the next programming cycle covering the years 2008-2011. 

4. Management of multilateral aid 

The main player in Belgian multilateral cooperation is the Directorate-General for 
Development Cooperation (DGDC), which is the Belgian federal administrative body for 
development aid. The DGDC is a Directorate General of the Federal Public Service Foreign 
Affairs. Foreign Trade and Development Cooperation. Within the DGDC Directorate 4 - 
Multilateral and European Programmes - lies the main responsibility for multilateral policy 
and programmes. This Directorate includes three divisions; (a) the UN and Bretton Woods 
institutions, (b) European Union and (c) sectoral funds and programmes.'' 
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Belgium routinely consults the technical and non-federal entities on board when 
discussing positions to be taken in the context of multilateral cooperation. The same applies 
for the broader political context of multilateral issues. There is a dedicated unit in Foreign 
Affairs ensuring this coherence throughout the year. 

While the budget allocations for the Bretton Woods arc with Development Cooperation, 
the formal and legal authority still rests with the Minister of Finance (and Treasury). 
The same goes for the continental regional development banks. For the sub-regional 
development banks, on the other hand. DGCD is fully responsible. Coordination and 
coherence with respect to IFls is done either directly in the Council of Ministers, or in an 
informal selling between Treasury and the Multilateral Division. They meet on a regular 
basis (every six weeks or so) at the level of the two division heads. 

5. Multilateral recommendations in the DAC Peer Review 

In the latest Peer Review of Belgium (2005), the DAC encouraged Belgium to 
continue to take a more strategic approach to multilateral cooperation by enabling the 
decision making bodies of multilateral organisations to benefit more from the lessons 
of its experience of bilateral cooperation. There is no recent evaluation of multilateral 
cooperation by the national audit office. 

Regarding the DAC Peer Rer iew recommendations, the strategic approach is being 
implemented through the above mentioned policy dialogues; the elaboration of "institu- 
tionaf strategy papers is work in progress. 

6. Allocation and scaling up of multilateral aid 

Belgium has no formula to determine the multilateral portion of its budget. As the figures 
indicate, multilateral aid is important. Flowever, there is a tendency to increase the bilateral 
budgets more than the multilateral budgets. In its planning Belgium usually programmes a 
small nominal growth for the multilateral budgets (voluntary contributions), but also proi ide 
for substantial increases for some programmes. Belgium sees a great advantage in its ability' 
to commit voluntary contributions to its multilateral partners for periods of four years. 


Notes 


1. hltp://\v\v\v.dgdc.be/en/aclors/mullilateral_cooperation/index.hlml. 

2. These approved partner organisations are: UNDP. UNFPA. UNICEF. UNIFEM. UNCDF. 
UNEP. OHCHR. UNCHR. OCHA. UNRWA. UNAIDS. FAO. WHO. ILO. UNESCO, WB. 
CGIAR. lOM. ICRC. Global Fund and WFP. 

3. Belgian Federal Public Service of Foreign Affairs. Foreign Trade and Development 
Cooperation (2005). Global Partnership for Development - Millennium Development Goal 8. 
Brussels, page 14. http://www.dgos,be/en/topics/mdg/mdg8_first_progrcss_rcport.html. 

4. http;//w\vw.dgdc.be/cn/dgdc/organization_chart/inde.x.html. 
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Canada 


1. Multilateral aid at a glance 

In 2006, Canada contributed 31% of its gross ODA in core contributions to multilateral 
organisations, placing it above the 2004-06 DAC average of 24%. Net of debt relief, the 
multilateral share was 33%, compared to the three-year DAC average of 29% (three-year 
DAC average of 19% excluding the EC). Multilateral aid decreased slightly (USD 8 million) 
over the past ten years, from a peak in 1997 to USD 1.2 billion in 2006, with the 
multilateral share of total ODA falling 6 percentage points over the same period. During 
that period, the multilateral share of ODA has fluctuated from 37% in 1997 to a low of 21% 
in 2001. 


Figure 1. Canada’s gross ODA 1997-2006 


Table 1 . Multilateral share of total ODA 



Source: DAC Aggregate Statistics 


Compared to other DAC member countries, Canada’s multilateral development assist- 
ance is more equally divided among its largest multilateral recipients. In 2004-06, the 
UN s>'stem (including UN humanitarian agencies) was its largest multilateral recipient 
accounting for 29% of multilateral assistance (8% of total ODA), closely followed by the 
World Bank, which accounted for 26% (7% of total ODA). The regional development banks 
accounted for 18% of total multilateral aid in 2004-06, of which the AfDB w'as the largest 
recipient. A high share of Canada's multilateral assistance targets global funds and part- 
nerships, primarily The Global Fund, which received 13% of multilateral aid in 2004-06. 
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Figure 2. Major recipients of Canada’s multilateral ODA (core contributions) 

(ODA three-year average 2004-2006. constant 2006 USD million) 



2. Total use of the multilateral system 

Canadas core contributions (commitments) to the UN amounted to USD 305 million 
in 2006, but these represented only 45% of Canada's total aid to and through the UN that 
year. Another USD 401 million was allocated through the UN for specific projects and pro- 
grammes, including humanitarian assistance. Canada's share of earmarked funding to the 
World Bank and other multilaterals is large compared to most other DAC donors. In terms 
of both core and non-core funding, Canada channelled some 48% of its aid to and through 
the multilateral system in 2006. According to Canadian International Development Agency 
(CIDA). the trend over several years has been that multi-bi funding has grown significantly 
while core funding and initiative-specific funding have been more stable. 


Table 2. Canada’s core contributions to multilateral agencies and 
aid channelled through multilaterals 
Commitments (excluding debt relieO in 2006. millions of USD 



Core 

Contributions 

Biiaterai aid 
channeiied via 
agency 

Totai Use of 
Muitiiaterais 

Core as share of 
totai use of 
Muitiiaterais (%) 

United Nations 

305 

401 

706 

45 

ofwhich: UNDP 

49 

56 

105 

59 

UNICEF 

24 

93 

117 

21 

UNHCR 

13 

16 

29 

45 

UNRWA 

9 

18 

27 

33 

UNFPA 

15 

14 

29 

52 

WFP 

28 

147 

175 

16 

iMF 

- 

2 

2 

0 

Worid Bank Group 

282 

88 

370 

76 

Reg. Dev. Banks 

163 

IS 

178 

92 

Other Muitiiaterais 

390 

53 

443 

88 

Totai 

1,140 

559 

1,699 

68 


Source: DAC Aggregate Statistics and Creditor Reporting System 
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3. Multilateral Strategy 

Canada uses the multilateral system as a critical element of global governance and 
as an effective way of dealing with challenges that are global in scope.' The multilateral 
system provides Canada with a forum to promote the principles of human rights, freedom, 
democracy and the rule of law, as well as the government of Canada’s objectives and 
priorities.- Canada strongly values a multilateral approach to global problems and stresses 
that the multilateral system provides the best prospects for an inclusive process to set "rules 
for international conduct". It also counts on the multilaterals to influence the direction and 
pace of development through, for example, the MDGs, and shepherding of processes such 
as the Poverty Reduction Strategies, economic instruments, and social services. 

Canada has no overall strategy for engagement with multilaterals in the form of a single 
document. However, the Canadian government’s 2007 budget statement set out a three- 
point agenda to improve aid effectiveness by reforming Canada’s aid programme to make 
it more focused, more efficient and more accountable.’ In line with this agenda, Canada 
uses its influence in multilateral organisations to promote effectiveness, to improve their 
policies and practices, and to maximize the results of their programmes and operations 
in order to contribute to the aehievement of the MDGs. Canada provides core funding to 
multilateral organisations and global partnerships whose mandates, objectives and capaci- 
ties to deliver development initiatives and humanitarian assistance are consistent with the 
government of Canada's objectives and priorities. CIDA places considerable emphasis on 
health, while also stressing democratic governance, prh ate sector development, education, 
environment, and equality between women and men.'' 

4. Management of mnitilateral aid 

Canada’s management responsibilities for multilateral assistance are shared among sev- 
eral federal government departments. However, the key actors are the Department of Foreign 
Affairs and International Trade (DFAIT), CIDA and the Department of Finance. CIDA man- 
ages the development aspects of Canada's relationships with all multilateral partners (except 
the IMF. the World Bank and EBRD, for which the Department of Finance has the lead 
responsibility ) and it provides most of Canada’s ODA funding to multilateral organisations 
and global partnerships. DFAIT manages the political relationship with the UN system and 
other multilateral partners, and manages Canada’s assessed contributions to the UN system. 
DFAIT and CIDA share responsibility for managing Canada’s humanitarian assistance. The 
departments of Health. Environment, Agriculture and Agri-Food Canada arc also im olvcd in 
policy dialogue rvith the UN speeialised agencies and other specialised global partnerships. 

5. Multilateral recommendations in the DAC Peer Review 

In the latest Peer Review of Canada (2007), one of DAC’s recommendations was to 
allocate multilateral aid more strategically. The DAC stressed that the spread in responsi- 
bilities among agencies could call for a stronger strategic approach, which spells out the 
specific roles and objectives of the federal departments and agencies dealing with multi- 
lateral assistance, in particular given Canada's whole-of-government approach to fragile 
states. To encourage the coherence of its bilateral and multilateral policies in fragile states, 
CIDA could strive to engage multilateral aid personnel in its processes for programming 
aid to fragile states.’ 

The Auditor General has not conducted any studies specifically about Canada’s multi- 
lateral development assistance. 
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6. Allocation and scaling up of multilateral aid 

In the scaling-up process to reach a doubling of aid from 2001-2010 (as pledged at 
the 2005 Gleneagles G8 Summit), there is no predetermined balance between Canada’s 
bilateral and multilateral aid. Canada is allocating its aid resources based primarily on 
considerations related to aid effectiveness, in line with its goal to reduce poverty, promote 
human rights, and increase sustainable development in priority areas and regions.^ 


Notes 

1. CIDA (2007), 2006-07 Departmental Performance Report (http;//vv\vw'.acdi-cida.gc.ca/ 
INET/IMAGES.NSF/vLUImages/Publications3/Sfilc/DPR_2006%202007%20EN.pdf). 

2. CIDA (2008), 2008-09 Report on Plans and Priorities, http://ww’w.tbs-sct.gc.ca/rpp/2008- 
2009/inst/ida/ida-eng.pdf 

3. Department of Finance Canada (2007), Budget 2007, http://www.budget.gc.ca/2007/bp/bpc6e.html. 

4. Ibid. 2008-09 Report on Plans and Priorities. 
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Denmark 


1. Multilateral aid at a glance 

In 2006, Denmark contributed 33% of its gross ODA in core contributions to multilateral 
organisations, placing it significantly above the 2004-06 DAC average of 24%. Net of debt 
relief, the multilateral share of Denmark's ODA was 36%, compared to the three-year DAC 
average of 29% (excluding contributions to the EC, the multilateral share was 26% compared 
to the three-year DAC average of 19%). Multilateral aid has increased USD 46 million over 
the past ten years, from USD 727 million in 1997 to USD 772 million. The share of multilat- 
eral aid has been relatively stable over the period. 


Figure 1. Denmark’s gross ODA 1997-2006 Table 1. Multilateral share of total ODA 



Source: DAC Aggregate Statistics 


Denmark's core UN allocations account for 41% of multilateral aid in 2004-06 (14% 
of total ODA). Other large recipients include the EC, accounting for 26% of multilateral 
ODA in 2004-06. and the World Bank, which accounts for 13%. Funds to the EC have been 
increasing over the last decade, whereas contributions to other multilateral partners have 
been rather stable, or in the case of other multilaterals, decreasing. 
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Figure 2. Major recipients of Denmark’s multilateral ODA (core contributions) 

(ODA disbursements three-year average 2004-2006. constant 2006 USD million) 



2. Total use of the multilateral system 

Denmark's core contributions (commitments) to the UN amounted to USD 249 million 
in 2006, i.e. 79% of total aid to and through the UN that year. Another USD 68 million was 
allocated through the UN for specific projects and programmes. Over 90% of Denmark's 
total use of multilateral is core funding, which makes the share of earmarked funding 
rather low compared to other DAC member countries. In terms of both core and non- 
core funding, Denmark channelled some 44% of its aid commitments to and through the 
multilateral system in 2006, 


Table 2 Denmark’s core contributions to multilateral agencies and aid channelled through multilaterals 
Commitments (excluding debt relicO in 2006. millions of USD 



Core 

Contributions 

Biiaterai aid 
channeiied via 
aqencv 

Totai Use of 
Muitiiaterais 

Core as share of 
totai use of 
Muitiiaterais (%) 

United Nations 

249 

68 

317 

79 

of which: UNDP 

64 

2 

66 

97 

UNICEF 

35 

10 

45 

78 

UNFPA 

30 

2 

33 

93 

UNHCR 

22 

25 

46 

47 

WFP 

33 

10 

43 

77 

UNRWA 

10 

2 

12 

81 

WHO 

2 

1 

3 

80 

EC 

194 


194 

100 

Worid Bank Group 

97 

2 

98 

98 

Reg. Dev. Banks 

38 


38 

100 

Other Muitiiaterais 

163 

6 

169 

96 

Totai 

741 

75 

816 

91 


Source: DAC Aggregate Statistics and Creditor Reporting System 
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3. Multilateral Strategy 

In order to strengthen the strategic relevance of its multilateral development coopera- 
tion the Danish government has recently presented an overall multilateral policy framework 
Denmark’s multilateral development cooperation towards 2015} The strategy is based on an 
in depth analysis of Denmark's previous multilateral cooperation and points to a number of 
overall principles that should help strengthen Danish multilateral engagement through 2015. 

Denmark stresses the following challenges and core working areas for the multilaterals: 

• Globalisation underlines the importance of effective international organisations, 
including its provision of public goods such as conflict management, post-conflict 
assistance, food security, and resolving humanitarian crisis as well as environment 
and climate problems; 

• Sub-Saharan Africa - a special role for the multilateral organisations; and 

• Need for increased multilateral engagement in fragile slates. 

Poverty’ reduction is the overriding objective for Danish multilateral assistance, as for 
its bilateral assistance. Denmark strives for multilateral development cooperation to be 
relevant and effective. Hence, in the allocation process of Danish development assistance, 
focus will continuously be placed on where the funds achieve the maximum benefit. Issues 
that will guide future multilateral allocations include: (a) how' the priorities of the Danish 
development policy can best be pursued with due respect for the different mandates of the 
organisations; and (b) how to ensure maximum benefit and impact from each of the Danish 
multilateral development assistance donations. 

Another major goal for Denmark is to continue its active multilateral development 
engagement with Danish assistance focusing on fewer organisations in order to achieve 
greater influence on the policymaking and development of selected organisations. 

The principles of Danish multilateral development engagement are: 

• Poverty-oriented and long-term multilateral development engagement. 

• A more strategic and focused approach: The funds are channelled through the 
most effective organisations in order to meet the MDGs and in accordance with 
developing countries’ own development strategies. 

• Fewer but larger contributions: Significant financial and long-term contributions, 
together with focused and dedicated work in the organisations, should give Denmark 
a stronger voice in relation to shaping the international organisations' policy devel- 
opment, the dialogue with developing countries and their work to define global 
norms and standards. 

• More systematic, less automatic: Contributions to multilateral organisations will 
systematically be assessed based on a continuous and comprehensive assessment 
of the four parameters w'ithin the framework of Danish development policy (part- 
nership, relevance, efficiency, and dialogue and strategic influence). There will be 
no fixed division between multilateral and bilateral development assistance and 
international organisations will be expected to meet all the parameters - although 
to a different extent. 

• Ratings and evaluations based on existing systems: The assessment of the four 
parameters will be based on follow-up of Danish organisation strategies and on 
evaluations, by other countries or research institutions. 
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• Explicit strategy for in fluence: As an integral part of the organisation strategies. 
Denmark will explain how and in what areas influence is being sought in each 
organisation. This will be done by strengthening the link between financial con- 
tributions (both core and earmarked contributions), increasing dialogue, working 
in the governing bodies, and building alliances with like-minded countries as well 
as new players. 

Mode of multilateral assistance: As a rule. Denmark will grant multi-annual core 
contributions. Earmarked funds will be used as an exception rather than a rule. In cases 
where it is considered appropriate for the promotion of a country-specific (multilateral- 
bilateral) development assistance or thematic priority (for instance through a vertical fund) 
the use of earmarked contributions will have to be justified explicitly, including how to 
ensure effective coordination at countrv' level. - 

Individual organisation strategies: The new multilateral framework set out overall 
policy. The individual organisation strategics will guide Danish cooperation with each 
multilateral organisation that receives more than USD 3 million annually, as w'cll as 
organisations that are strategically important to Danish multilateral cooperation. Each 
strategy outlines Danish priorities for the organisation's performance within the overall 
framework established by the organisation's own multiannual strategy and sets out specific 
targets Denmark will pursue in its cooperation with the organisation. While organisation 
strategics cover a three-year period, annual action plans define objectives, targets and 
indicators to be achieved during each year. Annual assessments centred on the action plans 
are carried out by the multilateral representations. 

Africa in a Danish multilateral context: In its Strategy for Africa (2007), the Danish 
government committed itself to an increase in development assistance to Africa. Besides 
an increased and more focused bilateral assistance to this region, the government pledged 
increased contributions to the AfDB and to work towards increased prioritisation of Africa 
b\ other multilateral organisations.’ The strategy also recommended more international 
focus on youth employment, for which the Danish government established an international 
Africa Commission in early 2008 to consider strategies for improving job opportunities for 
African youth. The Commission w'ill report in May 2009. 

4. Management of mnitilateral aid 

The South Group of the Ministry of Foreign Affairs of Denmark (Danida) manages 
multilateral aid. The Department for United Nations and Global Development Co-operation 
is responsible for formulations of multilateral strategies and Denmark’s relations with the 
UN, the World Bank and crosscutting issues such as debt relief However, there is some 
inter-ministerial division of labour as regards a few multilateral organisations such as 
UNESCO, ILO. WHO. EBRD. EIB and IMF. For example in relation to UNESCO, the 
Ministry of Education manages contributions and leads the policy dialogue on basis of a 
policy co-ordinated with other ministries such as the Ministry of Foreign Affairs. Ministry 
of Culture and Ministry of Science. Technology and Innovation. 

Based on positive experiences from bilateral decentralisation in 2003, the Danish multi- 
lateral programme was decentralised in four representations in 2005: UN missions in Geneva 
and New York, and offices in Washington DC and Rome. The main task of these representa- 
tions is to promote Danish development policy priorities w ithin the multilateral agencies and 
to manage all organisation-specific issues relating to the locally based organisations, including 
policy dialogue, management of Danish contributions, co-ordinations with donors and other 
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actors, and performance assessments. As regards the daily co-operation and management of 
the regional development banks and funds, the responsibility is kept at Headquarter level.'' 
The decentralisation has led to a strengthening of the quality' and effectiveness of the ongoing 
dialogue with the organisations. The dialogue, anchored in concrete organisation strategies, 
has become more specific and results-oriented. At the same time, preliminary experience indi- 
cates that there is potential for an even greater degree of common prioritising and coordination 
between multilateral and bilateral development assistance; the multilateral framework stresses 
that Denmark's bilateral engagement should be further strengthened by the multilateral experi- 
ence and actions, and vice versa in relation to the multilateral engagement." 

5. Multilateral recommendations in DAC Peer Review and by the national 
audit office 

In the latest Peer Review of Denmark (2007). the DAC stated that Denmark could rein- 
force its strategic approach in order to be more influential within the multilateral system 
and might reconsider whether it should engage with few'er international organisations. 

As described above. Danida has undertaken an analy sis of Danish engagement w ith 
multilateral organisations with the aim to promote quality and efficiency in the use of the 
multilateral system. The background for the multilateral analysis and the development of 
the overall multilateral policy framework was to address recommendations raised in: (a) the 
globalisation analysis by the Foreign Ministry itself; and (b) the DAC’s Peer Review (2007). 

Rigsrevisionen (the national audit institution) presented a report on Danish multilat- 
eral assistance and the MDGs in 2006. The aim was to evaluate priority for the MDGs in 
Danish multilateral programmes and Danida’s work on multilateral effectiveness. Conclu- 
sions were positive and suggested that the MDGs to a large extent were reflected in the 
multilateral strategies. Danida’s follow up on aid effectiveness through its performance 
management framework and several other monitoring instruments, including its coopera- 
tion with other donors, were evaluated to be good. However, the report pointed to the lack 
of multilaterals’ management audits even though this was set as a common principle for 
international organisation audits set by the International Organisation of Supreme Audit 
Institutions. In Danida’s multilateral work, it should lobby for the organisations, and espe- 
cially the UN system, to carry out management audits as an integral part of their audits." 
Currently, Rigsrevisionen is following up on its previous work in this field. This study is 
focusing on: (a) documentation of and assessments on multilaterals’ results; (b) a strength- 
ened monitoring of the multilateral work on fighting corruption; and (c) more regular 
management audits w ithin the UN sy stem. 

6. Allocation and scaling up of multilateral aid 

Denmark has moved away from its former 50-50 consensus or principle on the distri- 
bution among bilateral and multilateral aid. As a follow up to the multilateral aid review 
in 2005, the Minister for Development Cooperation indicated that the Danish allocation 
between bilateral and multilateral aid should not follow' a specific formula, but rather 
follow an effectiveness principle and hence, the money should be used where the highest 
results arc achieved. 

Denmark has no specific scaling up plans on multilateral allocations; any multilateral 
increases will not follow a fixed share, but depend on effectiveness. In order to strengthen 
the strategic relevance of its multilateral cooperation further, the government w ill make a 
gradual reprioritisation of its multilateral assistance over the next five years. 
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European Commission 


1. Multilateral aid at a glance 


The European Commission (EC) is unique among DAC donors in that it plays a dual role 
in development. It has two main sources of funds; the EDF and the budget. For the EDF the EC 
IS exactly like any other multilateral agency, with five -yearly replenishments negotiated by the 
members. For the budget, the EC Parliament and the Council (Member States) decide during a 
yearly budget procedure (^just as bilateral donors do) how much funding from the Community’s 
own resources will be provided for development. In line with the purpose of the Appendix, this 
Section describes the EC’s role as a bilateral donor contributing to and cooperating with other 
multilateral organisations. 


In 2006. the EC contributed 5% of its gross ODA in core contributions to multilateral 
organisations. It should be noted that, with very limited exceptions, the EC does not con- 
tribute to the running costs of multilateral organisations, contributing instead to specific 
programmes and projects (see Table 2). Due to its primary role as a multilateral organisa- 
tion itself, it is understandable that the share of ODA via other multilateral organisations is 
relatively low. The EC's core contributions to other multilaterals has risen by USD 442 mil- 
lion over the past ten years, from USD 137 million to USD 579 million. Over the period, 
the EC's share of core multilateral contributions in total ODA has varied from 0% to a peak 
of 10% in 2003. However, the share has stabilised over the last few years at 5%. 


Figure 1 EC’s gross ODA 1997-2006 



1997 1999 2001 2003 2005 

Mul. Bi. ■■■■■■■"■ excl. debt relief 


Table 1. Multilateral share of total ODA 


Year 

Multilateral as 
share of gross 
ODA (%) 

Multilateral as 
share of gross 
ODA excl. debt 
relief (%\ 

1997 

2 

2 

1998 

0 

0 

1999 

0 

0 

2000 

9 

9 

2001 

7 

7 

2002 

5 

5 

2003 

10 

10 

2004 

7 

7 

2005 

7 

7 

2006 

5 

5 


Source: DAC Aggregate Statistics 
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In 2004-06, the UN system was by far the EC's largest multilateral recipient in terms 
of core funding, accounting for 57% of multilateral ODA, Among the UN agencies, WFP 
and UNRWA were the largest recipients. The World Bank accounted for 28% of core 
contributions. The Global Fund, to which the EC contributes via the World Bank, was also 
one of the EC’s major multilateral partners, with a share of 11%. 


Figure 2. Major recipients of EC’s multilateral ODA (core contributions) 

(ODA three-year average 2004-2006. constant 2006 USD millions) 



Tabic 2. EC’s core contributions to multilateral agencies and aid channelled through multilaterals 
Commitments (excluding debt reliet') in 2006. millions of USD 



Core Contributions 

Biiateral aid 
channeiied via agency 

Totai Use of 
Muitiiaterais 

Core as share of 
totai use of 
Muitiiaterais 

United Nations 


277 

794 

1,071 

26 

of which: 

FAO 


60 

60 

0 


UNDP 


389 

389 

0 


UNHCR 


62 

62 

0 


UNESCO 


57 

57 

0 


WFP 

132 

27 

158 

83 

Worid Bank Group 


192 

366 

558 

34 

Reg. Dev. Banks 


- 

66 

66 

0 

Other Muitiiaterais 


113 

451 

564 

20 

Totai 

582 

1,676 

2,258 

26 


* The European Investment Bank (EIB) accounted for a large part of this. 


Source: DAC Aggregate Statistics and Creditor Reporting System. 


2. Total use of the multilateral system 

The EC’s contributions (commitments) allocated through the UN for specific projects 
and programmes amounted to USD 794 million in 2006.Thc EC also channelled large 
amounts of earmarked funding through the World Bank and other multilaterals. In total, 
the EC’s core contributions accounted for only 26% of its total use of the multilaterals. 
In terms of both core and non-core funding, the EC channelled some 18% of its aid to 
and through the rest of the multilateral system in 2006. Compared to the DAC member 
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countries, the EC's share of earmarked funding in its total use of other multilaterals was 
high in 2006, which is understandable due to its special character as a contracting agency 
rather than a member contributing core resources. 

3. Multilateral Strategy 

Cooperation between the Commission and multilateral organisations, in particularthe 
UN and World Bank, has increased since 2001. This is linked to policy initiatives, in 
particular two Communications to Council and the European Parliament on the UN and 
multilateralism which have provided a framework for cooperation. This dialogue is further 
enhanced through strategic partnerships which have been concluded with a number of 
UN organisations. The Commission generally avoids contributing to the running costs of 
other multilateral agencies, preferring instead to finance programmes and projects that are 
compatible with and supportEU development policies. Channelling funds in this way offers 
demonstrable added value, through, for example, their specialist expertise, field presence 
or acceptability to partner countries. The Commission has worked extensively with the UN 
and the World Bank in post crisis and reconstruction situations, often contributing to large 
multi-donor trust funds. Multilateral agencies have also proved to be valuable partners for 
electoral assistance programmes throughout the world and the Commission has been able 
to participate in initiatives such as The Global Fund by partnering with the UN and the 
World Bank. The neutrality and legitimacy of the UN in particular has often allowed it 
to intervene, with Commission support, in politically sensitive areas from which bilateral 
donors might be excluded. Working with multilaterals has also facilitated the mobilisation 
of significant resources and often results in fewer transaction costs to partner countries 
when procedures can be harmonised. 

A Financial and Administrative Framework Agreement (FAFA) was introduced in 2003 
to enhance EC/UN cooperation. The FAFA facilitates financial and contractual relations 
between the EC and the UN. By increasing the predictability of the rules to be applied for 
all parties concerned, the FAFA contributes to greater transparency and greater impact of 
the operations on the ground*. Similar framework documents exist for EC’s cooperation 
w ith the World Bank and a number of other international organisations. 

4. Management of mnitilateral aid 

The EC cooperates with multilateral organisations where such cooperation supports EC 
policy objectives and adds value. Decisions to fund a particular programme are based on 
geographical or thematic policy considerations and objectives, with the most appropriate 
channel of funding selected to achieve these aims. Management of external aid within 
the Commission is carried out through close cooperation between the Directorates- 
General responsible for giving policy guidance (External Relations and Dev elopment) and 
EuropeAid. which is responsible for implementation of aid programmes. Management of 
aid programmes has been progressively devolved to the Commission’s extensive network 
of field Delegations, with fewer programmes now managed from Fleadquarters. The 
Directorates-General for Enlargement and Humanitarian Aid manage pre-accession aid 
and humanitarian assistance respectively. Many other DGs channel smaller volumes of 
funds through multilateral organisations and most ha\ e a unit responsible for relations with 
international organisations. 


* hltp://ec.europa.eu/external_relalions/un/ip03_585.hlm. 
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5. Multilateral recommendations in the DAC Peer Review 

In the latest Peer Review of the European Commission (2007), the DAC recommended 
that the EC should ensure that it has a considered and comprehensive framework for its 
interaction with the multilateral institutions and should clarify the role it plays in relation 
to Member States. It also recommended that the EC continues to formalise and strengthen 
its relations w ith multilateral organisations like the World Bank and the UN. 

An evaluation of Commission’s external cooperation with partner countries through 
the organisations of the UN family has been finalised. This will offer an opportunify' for 
the Commission to discuss guiding principles for its relationship with the UN entities. 
Furthermore, the EC is encouraging Member States to have a better coordination mechanism 
on operational relationships with the UN s> stem. An evaluation of the delivery' of aid through 
the World Bank is under way. 

With regard to other multilateral organisations, currently the EC is moving tow'ards 
a joint cooperation process between the EC. the World Bank and the AfDB for the sub- 
Saharan African region. A well established coordination mechanism exists in Washington 
between the European Member States represented in the World Bank. The EC is currently 
encouraging the European Member States represented in the AfDB (through the European 
Executive Directors) to have more joint positions on the AfDB Board agenda items. 

6. Allocation and scaling up of multilateral aid 

For the 2007-2013 financial framework for the EU budget, the main split between bilat- 
eral and multilateral aid is done w ithin the legislative process, at the time of negotiations 
of the instruments and corresponding envelopes, when the share is decided between main 
geographic regions (which will be mostly bilateral cooperation) and horizontal-thematic 
envelopes. In the latter case, since the very purpose of thematic envelopes is to address 
global cross-cutting issues, a greater share w'ill go through multilateral channels, sueh as 
for core funding of global initiatives like The Global Fund or new innovative approaches 
like the GEEREF (investment in renewable energies). Within this framework, the most 
suitable channel of delivery is defined during the formulation of the specific aid pro- 
gramme and projects and depends on the specifie circumstances of the country. 

There is no global scaling up plan for multilaterals. Responses to new circumstances 
may lead to increases in funding of multilateral agencies or funds if they are chosen as 
channels of delivery. 
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Finland 


1. Multilateral aid at a glance 

In 2006. Finland contributed 45% of its gross ODA and ODA net of debt relief in core 
contributions to multilateral organisations, compared to the 2004-06 DAC average of 
29% net of debt relief (excluding contributions to the EC, the multilateral share was 27% 
compared to the three-year DAC average of 19%). Multilateral aid increased in absolute 
terms in the past ten years, from USD 223 million in 1997 to USD 380 million in 2006. 
Since bilateral assistance has increased at the same rate, the multilateral share in 2006 is 
almost the same as in 1997. 


Figure 1. FintancTs gross ODA 1997-2006 Table 1. Multilateral share of total ODA 



Source: DAC Aggregate Statistics 


In 2004-06. the EC was Finland’s largest multilateral aid recipient, accounting for 
44% of multilateral ODA (17% of total ODA). The UN system accounted for 33% of 
multilateral ODA (13% of total ODA). UNDP. UNFPA and UNICEF were the three largest 
UN -recipients of core funds, accounting for 18%. 17% and 16% respectively. The World 
Bank's share of multilateral assistance was 12% (5% of total ODA) and contributions to the 
regional development banks amounted to 6%. 
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Figure 2. Major recipients of Finland's multilateral ODA (core contributions) 

(ODA three-year average 2004-2006. constant 2006 USD. millions) 



2. Total use of the multilateral system 

Finland's core contributions (commitments) to the UN amounted to USD 90 million 
in 2006. but these represented only 58% of Finland's total aid to and through the UN that 
year. Another USD 65 million was allocated through the UN for specific projects and 
programmes. In total, Finland’s core contributions accounted for 79% of its total use of the 
multilaterals. In terms of both core and non-core funding, Finland channelled some 47% of 
its aid commitments to and through the multilateral system in 2006. 


Table 2. Finland's core contributions to multilateral agencies and 
aid channelled through multilaterals 
Commitments (excluding debt rclicO in 2006. millions of USD 



Core 

Contributions 

Bilateral aid 
channelled via 
anenrv 

Total Use of 
Multilaterals 

Core as share of 
total use of 
Multilaterals IVn\ 

United Nations 

90 

65 

155 

SB 

of which: UNDP 

20 

15 

35 

57 

UNFPA 

19 

3 

22 

86 

UNICEF 

18 

6 

24 

76 

UNHCR 

- 

10 

10 


WFP 

8 

11 

18 

42 

WHO 

4 

6 

10 

36 

EC 

119 

- 

119 

100 

World Bank Group 

52 

14 

66 

79 

Reg. Dev. Banks 

30 

6 

36 

83 

Other Multilaterals 

66 

8 

73 

90 

Total 

357 

93 

450 

79 


Source: DAC Aggregate Statistics and Creditor Reporting System 
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3. Multilateral Strategy 

Finland has recently adopted a policy Multilateral Cooperation in Finland’s 

Development Policy 2008 for its overall policy and engagement with multilaterals. Finnish 
multilateral policy and objectives are described in documents such as Development Policy 
Programme 2007*, Finland’s Development Cooperation'^ and Strategy of the Finnish 
Foreign Affairs Administration regarding the United Nations 2008. Finland engages with 
multilaterals, because of their wide geographical and sectoral reach, in-country resources 
and expertise, as well as their monitoring capabilities. As a result, even those countries 
with which Finland has no bilateral cooperation ties can be reached. 

Finland stresses tliat the most important ways in which its multilateral cooperation can 
influence development are through Finnish invoh ement in policy guidance of partner organi- 
sations, funding dc\clopmcnt programmes, and thematic cooperation. For Finland, the key 
implementers of multilateral cooperation are the UN agencies and the international development 
and environmental financing institutions. These are seen as significant actors in the achieve- 
ment of the MDGs and tlie monitoring of progress. For Finland, multilateral cooperation, the 
strengthening of the multilateral sy stem and the promotion of development policy goals are 
vital, as are the following priorities: the reform of the UN: the development of the multilateral 
agreement sy stem: and the creation of a comprehensive international development architectural 
frameyvork. Finland aims to strengthen the multilateral system b>^ pursuing the folloyving: 

• Supporting the development of the multilateral system and organisations' reforms, 
such as the ”Onc UN” and "Voice and participation of Developing and Transition 
Countries” in the Bretton Woods institutions. 

• Actively participating in international negotiations and partnership process and 
projects. 

• Supporting the organisations' field level presence and cooperation yvith develop- 
ment partners in a coherent and complementary manner. 

• Securing predictable and long-term basic funding for the organisations; and 

• Promoting Finland's value-added in the development process. 

Of the UN operative agencies, UNDP. UNICEF. UNFPA and WFP are Finland's four 
key partners, in line yvith its UN core and non-corc allocations (see Table 2). The Finnish 
government supports the ''One UN” principle and supports all efforts and measures to 
harmonise and simplify the UN system. Finland allocates its thematic funding to UN 
organisations specifically for strengthening developing countries' economic capacity and 
ability to negotiate and implement trade agreements, and to combat health threats. Within 
the group of IFIs, the World Bank Group {especially IDA) and the African. Asian and Inter- 
Amcrican Development Banks arc Finland's main partners. Thematic cooperation yvith the 
IFIs deals mostly with environmental, natural resources and governance issues. 

Finland's aim is to improve the quality of EU community aid. secure its arrival at 
the destination more effectively and ensure that aid is channelled to the cause of poverty 


* Ministry for Foreign Affairs of Finland (2007), Development Policy Programme 2007 - Towards 
a Sustainable and Just World Community, Melsinki, http://formin.finland.fi/Public/download. 
aspx?ID=24014&GUID=141C62727-0F60-4794-B744-F40E9460D79F}. 

t Ministry for Foreign Affairs of Finland (2005), Finland’s Development Cooperation. Helsinki 
(http://global.finland.fi/Public/download. aspx?ID=13658&GUID=%7B7BB6F6BE -7504-4054- 
A5F1-79D01C5394E1%7D). 
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reduction and. above all. to the poorest, least developed countries. Finland promotes har- 
monisation and complementarity of community aid and the bilateral aid of member coun- 
tries. It emphasises that the EC should highlight development policy as part of its external 
relations and commit to the consistent promotion of development goals in all political sec- 
tors. In addition. Finland emphasises that the EC should strengthen the internal consistency 
of international cooperation through its operations. 

4. Management of multilateral aid 

The Ministry for Foreign Affairs of Finland carries the main responsibility for multilat- 
eral cooperation and policy formulation in the internal administration. Within the Ministry of 
Foreign Affairs, organisational rearrangement took place at the beginning of September 2008. 
which means that the tasks of the Department for Global Affairs are now divided between 
the Department for Development Policy, the Political Department and the Department for 
External Economic Relations. The organisational rearrangement is to improve the coherence 
and coordination of multilateral issues. The Department for Development Policy is primarily 
responsible for multilateral development assistance. The Department covers international and 
multilateral development issues and deals w ith the UN, the IFIs, debt issues and humanitarian 
assistance and cooperates closelv’ with other Departments in the Ministry on issues regard- 
ing overall planning and policy development. In order to improve policy coherence among 
the ministries involved in international cooperation, the Ministry of Foreign Affairs cooper- 
ates closely with other ministries such as the Ministry of Finance on World Bank issues or 
Ministry of Environment on climate related issues. 

5. Multilateral recommendations in the DAC Peer Review and by the 
national audit office 

In the latest Peer Review of Finland (2007). the DAC raised specific recommendations 
on the multilateral aid channel and encouraged Finland to continue its policy of providing 
core contributions to multilateral organisations. Contributions to multilaterals organisations 
should be a key consideration in the strategy for scaling up. The policy on multilateral 
organisations should be based on a consideration of performance and used in policy 
dialogue and to inform decisions on funding allocations. 

Tbe Auditor Generafs Office presented a report in 2008 that assessed the performance 
audit of cross-sectoral themes in bilateral development cooperation and in aid delivered 
through multilateral channels and the European Union. The report pointed out the necessity 
of division of labour and coherence between the bilateral and multilateral actors and the EU 
also in respect of the cross-sectoral themes. 

6. Allocation and scaling up of multilateral aid 

According to the recently adopted policy framework Multilateral Cooperation in 
Finland’s Development Policy 2008 and latest projections of the Finnish ODA, the share 
of the multilateral assistance is set to remain at current levels of total ODA. Most of the 
multilateral assistance is projected for the core budgets of the organisations, in support of 
operational capacity, effectiveness and results orientation. 
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France 


1. Multilateral aid at a glance 

In 2006. France contributed 27% of its gross ODA in core contributions to multilateral 
organisations compared to the 2004-06 DAC average of 24%. Given that France has pro- 
vided considerable debt relief for developing countries over the last decade its multilateral 
share net of debt relief was 38%. compared to the three-year DAC average of 29% (exclud- 
ing contributions to the EC, the multilateral share was 16% compared to the three-year 
DAC average of 19%). Multilateral aid increased USD 1.4 billion in absolute terms over the 
past ten years, from USD 2 billion to USD 3.4 billion. The multilateral share (net of debt 
relief) increased more than 10 percentage points over the decade. 


Figure 1. France’s gross ODA 1997-2006 


Table 1. Multilateral share of total ODA 



2003 2005 

excl. debt relief 


Year 

Multilateral as 
share of gross ODA 
(%) 

Multilateral as 
share of gross ODA excl. 
debt relief (%) 

1997 

21 

27 

1998 

24 

29 

1999 

24 

30 

2000 

28 

33 

2001 

34 

39 

2002 

30 

39 

2003 

24 

37 

2004 

32 

40 

2005 

26 

39 

2006 

27 

38 


Source: DAC Aggregate Statisties 


As for most EU member states, the EC is by far the largest recipient, accounting for 
nearly 60% of multilateral ODA (16% of total ODA) in 2004-06, of which 43% was routed 
to the EDF. The World Bank is the second largest recipient with 12% of the multilateral 
core budget in 2004-06, Among the DAC members, France is the second largest contributor 
to The Global Fund in 2004-06. The UN system accounts for 6% of multilateral ODA in 
2004-06, which is less than the DAC average. The contribution to the AfDB ranks 
accounting for 80% of French financing of regional development banks in 2004-06. 
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Figure 2. Major recipients of France’s multilateral ODA (core contributions) 

(ODA Ihree-year average 2004-2006. constant 2006 USD million) 



2. Total use of the multilateral system 

At present, France does not report on the "channel of delivery", and hence DAC 
statistics do not currently include data on the full use of the multilateral system. For 
this report, the Ministry of Foreign and European Affairs eontributed aggregate data on 
non-core contributions in 2006. These showed that non-core funding to the UN sy stem 
amounted to USD 69 million in 2006, i.e. France makes more use of the UN system than 
Figure 2 suggests. Based on these data, France’s core contributions accounted for 98% of 
its total use of the multilatcrals. However, the overall non-core estimate may only reflect 
part of France’s total use of this instrument due to exclusion of peace keeping operations 
and other activities, which are not in the domain of The Ministry of Foreign and European 
Affairs. 


Table 2. France’s core contributions to multilateral agencies and 
aid channelled through multilaterals 

Disbursements (excluding debt relief) in 2006. millions of USD 



Core Contributions 

Bilateral aid 
channelled via 
agency 

Total Use of 
Multllaterals 

Core as share of 
total use of 
Multilaterals (%) 

United Nations 

205 

69 

274 

75 

of which: UNDP 

30 

14 

44 

69 

WFP 

5 

21 

27 

20 

WHO 

24 

10 

34 

70 

UNICEF 

18 

14 

32 

57 

EC 

1,938 

- 

1,938 

100 

World Bank Group 

456 

5 

461 

99 

Reg. Dev. Banks 

207 

5 

212 

98 

Other Multilaterals 

578 

1 

579 

100 

Total 

3,383 

80 

3,464 

98 


Source: DAC Aggregate Statistics supplemented with non-core estimates (disbursements) from 
France's Ministry of Foreign and European Affairs. 
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3. Multilateral Strategy 

Although France has a strong commitment to provide assistance to multilateral organisa- 
tions, the lack of a strategic, medium term vision for multilateral aid is a limit to the French 
influence in the international organisations in general*. The on-going “general review of 
public policies” recommended that France develop a more explicit strategy for its multilateral 
cooperation and exert more selectivity in the range of multilateral organisations supported. 

To address this, France has subsequently launched the preparation of a general strategy 
for multilateral cooperation, with the aim of reducing the total number of multilateral insti- 
tutions supported and clarifying the objectives, inputs and expected outcomes for all mul- 
tilateral organisations retained. It is working in parallel on individual strategies for the EC 
and the World Bank, to be completed in 2008. Strategies for the UN Development Group, 
the African Development Bank and the OECD development activities will follow in 2009. 

France has been part of MOPAN since 2005 and is supporting MOPAN’s on-going 
development of an ambitious methodology to better assess multilateral organisations' per- 
formances. 

4. Management of mnltilateral aid 

In France, the institutional setup as regards development policy, including multilateral 
assistance, is spread among several players. In contrast to some DAC member countries, 
there is no single French institution which has the overall responsibility for coordination 
of the system. The Ministry of Foreign and European Affairs (MAEE) manages funds for 
the European Commission, the UN system and the vertical health funds. The Directorate- 
General of the Treasury and Economic Policy (DGTPE) as a part of Ministry of Economy, 
Finance and Employment has institutional responsibility for the development banks and 
certain thematic funds (such as GEF). 

5. Multilateral recommendations in DAC Peer Review and by the Cour des 
Comptes 

France’s development assistance has recently been reviewed through the DAC Peer 
Review process in May 2008. The DAC raised in particular one recommendation on the 
multilateral aid. which was in line with a recommendation from 2004: France w'ould ben- 
efit from defining its multilateral strategy more closely, both w ith respect to more targeted 
positioning in relation to multilateral players and in terms of articulation among the differ- 
ent instruments and channels of French aid. 

The French Coiir des Comptes produced a report on the MAEE’s Voluntary and 
Obligatory Contributions (4' chamber, 3° section). The main conclusions of this report are: 
lack of overall strategy, the scattering of responsibilities, the accumulation of different 
kinds of contributions for the same organisation, w'eakness of control on use of funds, and 
lack of control on the growth of contributions. The report noted new measures taken by the 
MAEE. The DGTPE presents a report to Parliament on the contributions to the develop- 
ment Banks. 

As noted above. France has followed up on these reeommendations by launching the 
preparation of a general strategy for multilateral cooperation. 


* OECD (2008), DAC Peer Review 2008 (DCD/DAC/AR(2008)2/08/PART2, Paris, http:/Avww. 
oecd.org/document/41/0,3343,en_2649_3460.3_40735977_l_l_l_l,00.hlml. 
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6. Allocation and scaling up of multilateral aid 

France's allocation of aid to multilateral organisations has significantly increased over 
the last 10 years, faster than overall aid volumes, resulting in an increase of the share of 
multilateral aid in total ODA. Planned increases of ODA will, in the future, go in priority 
with bilateral cooperation to maintain a balance between bi- and multilateral funding 
channels. The intended strategy for multilateral co-operation should result in medium 
term reallocations among the multilaterals as well as a more proactive relationship between 
bi- and multilateral funding, rather than an absolute increase of multilateral contributions. 


DAC REPORT ON MULTILATERAL AID, 2008 - © OECD 2009 


APPENDIX: DAC DONORS' MULTILATERAL AID. TRENDS AND POLICY - 143 


Germany 


1. Multilateral aid at a glance 

In 2006, Germany contributed 28% of its gross ODA in core contributions to multilateral 
organisations compared to the 2004-06 DAC average of 24%. Net of debt relief, Germany's 
multilateral assistance accounted for 38% in 2006, compared to tire three-year DAC average 
of 29% (excluding contributions to the EC. the multilateral share was 14% compared to the 
three-year DAC average of 19%). Germany's multilateral aid increased in absolute terms 
over the past ten years, from USD 2.6 billion in 1997 to USD 3.4 billion in 2006. However, its 
share of multilateral assistance over this period has fluctuated.' Debt relief has accounted for 
a significant share of Germany's total ODA. especially in the last few years. 


Figure 1. Germany’s gross ODA 1997-2006 


Table 1. Multilateral share of total ODA 



Year 

Multilateral as 
share of gross ODA 
(%i 

Multilateral as 
share of gross ODA excl. 
debt relief (%) 

1997 

32 

34 

1998 

32 

33 

1999 

34 

36 

2000 

41 

42 

2001 

37 

39 

2002 

30 

37 

2003 

34 

41 

2004 

42 

46 

2005 

23 

34 

2006 

28 

38 


Source: DAC Aggregate Statistics 


In 2004-06. the EC was by far Germany's largest recipient of core contributions, 
accounting for 64% of multilateral ODA (19% of total ODA). In absolute terms, Germany 
was the largest contributor to the EC of all EU member stales in 2006. With a share of 
18% of German multilateral assistance (5% of total ODA), the World Bank was its second 
largest multilateral partner. All German funds to the World Bank were ehannelled through 
IDA in the period 2004-06. The UN accounted for 7% of multilateral ODA. The regional 
development banks accounted for 5% of multilateral ODA, of which 65% went to the 
AfDB 
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Figure 2, Major recipients of Germany’s multilateral ODA (core eontributions) 

(ODA Ihree-year average 2004-2006, conslanl 2006 USD millions) 



2. Total use of the multilateral system 

Germany does not report on the individual channel for each agency, and hence it is 
not possible to estimate non-core funding for each multilateral organisation. However, 
aggregate figures that it reports show that Germany channels USD 210 million through 
the multilateral system to specific projects and programmes. Thus, non-core funding is 
not a commonly used instrument by Germany and its core contributions account for 95% 
of its full use of the multilateral system. Germany believes that these funds should remain 
an exception rather than a rule, due to the risk of undermining the multilateral system. In 
terms of both core and non-core funding, Germany channelled some 39% of its aid (com- 
mitments) to and through the multilateral system in 2006. 

3. Multilateral Strategy 

Germany is currently developing an overall strategy document for its policy and engage- 
ment with multilaterals. It builds on its policy papers on development cooperation, such as 
The German Government’s 12"' Development Policy ReporP. the Programme of Action 
2015^ and Germany's Contributions to Achieving the Millennium Development Goals^, 
defining objectives and priorities in multilateral cooperation. Germany supplements these 
multilateral statements with more in-depth strategy/position documents for its major multi- 
lateral partners such as the World Bank, the regional de% elopment banks, the EU and UNDP. 
Moreover, there arc around 30 "Institutional Briefs” for every multilateral organisation that 
the Federal Ministry for Economic Cooperation and Development (BMZ) is funding. These 
3-4 page internal briefs define strategic directions for cooperation with each organisation. 

Germany stresses that broad membership, political neutrality, capital and know-how' are 
issues that make international organisations important players in development cooperation. 
Multilateral institutions set standards for successful economic, social and environmental 
policies and play a crucial role in implementing and coordinating development cooperation 
in developing countries. It emphasises the importance of multilateral organisations in 
achieving the MDGs and how effective multilateral institutions are also needed to address 
other global structural policy challenges such as climate change, unstable financial markets 
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and biodiversity. However, their mandates must be better delimited and the specific 
strengths of each institution more clearly defined and better exploited. 

The German government considers poverty to be the most pressing problem facing 
the international community and thus poverty reduction its most important challenge. As 
a member of many international organisations, Germany helps design the institutional 
policies and actions in a coherent manner with a view to achieving this shared goal.’ Other 
objectives and interests, such as peace, security, stability and growth, are also mentioned 
by the German government to justify its multilateral engagement as well as the significant 
returns to German industry' in the form of new' contracts w on.’ 

With its political and economic weight. Germany expects the EU to be the driving force 
in development cooperation. Germany is supporting the reform of the common development 
policy of the EU, to enable greater coherence, better cooperation and enhanced complemen- 
tarity.’ 

Germany’s World Bank policy is an integral part of German development policy w'ith 
poverty' reduction as the primary goal. Germany takes pride in being among the largest 
shareholders and actively takes part in implementing reform at the Bank. Consequently. 
Germany wants to see its development policy agenda strongly reflected in the work of the 
World Bank and therefore works to strengthen its effectiveness and efficiency.® 

Of the regional banks, Germany emphasises the role of the African, Asian, Inter- 
American and Caribbean Development Banks in the multilateral financial system due to 
their regional clout, which encourages strong ownership by the regional member countries. 
In accordance with German Development Cooperation policies, Germany has increased its 
support to the AfDB, in order to strengthen the role of the bank in the international and 
African development architecture. The objective of German membership in these banks 
is to gear their regional policies towards poverty reduction and sustainable development. 
Germany participates in the institutional debate within these banks in order to drive reform 
processes, make comparative advantages more visible and to strengthen harmonisation.® 

Although Germany’s UN-contributions are relatively small compared to those of other 
DAC donors. Germany nonetheless acknowledges the UN's importance for collective 
action in areas such as peace processes. Multilateralism is a fundamental pillar of German 
policy and strengthening the UN system to make it a more effective multilateral body is 
thus a key part of German foreign and development policy. Germany calls for the UN and 
Bretton Woods institutions to work more closely together to ensure a division of labour 
in order to provide optimum support to developing countries in their poverty-reduction 
policies, and to ensure that these are geared to the MDGs.'° 

Strategy papers and institutional briefs are updated on a regular basis (every 2-3 years). 
As a basis of the assessment of the cooperation with the organisations, BMZ is increasingly 
using results of performance assessment surveys, such as the MOPAN or COMPAS 
reports. These reports are one source for assessing the value of the cooperation with a 
specific organisation, along with other criteria such as the mandate of the organisation and 
its relevance in the international aid architecture. 

4. Management of mnltilateral aid 

In Germany, the BMZ carries the administrative responsibility for most multilateral 
assistance and cooperation. BMZ manages financial contributions to the EDF, contribu- 
tions to the World Bank as well as to regional development banks and financial support for 
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different funds and programmes of the UN. Within the BMZ. Directorate-General 3 (18 
divisions) is responsible for cooperation with international organisations, with the excep- 
tion of the UN for which the responsibilitv’ is with Directorate-General 2. Directorate- 
General 3 comprises the sectoral divisions and elaborates the fundamental principles and 
promotion concepts for major fields of development-policy work, such as economic and 
financial systems, the environment and sustainable natural resources management, poverty 
reduction and social development. 

The Ministry of Finance is lead department for the IMF. as well as for other IFls, such 
as the EBRD and EIB. With regards to the World Bank, there is a shared responsibility 
between BMZ and the Ministry of Finance, the BMZ being the lead department. For 
intra-govcrnmcntal consultation and decision making the joint rules of procedure of the 
Federal ministries apply. According to their principles all decisions made on behalf of the 
government need to be agreed upon among the ministries involved. In the case of the health 
sector, there is a consultation process on a regular basis between BMZ, Foreign Office 
and the Ministry of Health on global health issues as well as specific consultations before 
meetings of the executive board of the relevant multilateral organisation. Additionally, there 
is a regular consultation process between the responsible ministries in the context of the 
adoption of a specific country strategy. 

BMZ country desks are responsible for coordinating the policy tow ards multilateral 
organisations in the specific country context. They have a constant exchange of informa- 
tion with the Foreign Office and its respective embassies as well as the representatives of 
the implementing agencies in the partner countries, w'hose knowledge and experience is 
very often incorporated {e.g. when it comes to commenting on project proposals or country 
strategies). 

5. Multilateral recommendations in DAC Peer Review and by the Federal 
Court of Audit 

In the latest Peer Review of Germany (2005), the DAC recommended in reference to 
the multilateral aid channel, that Germany’s effectiveness approach could be better trans- 
lated into allocation policy and required a more adequate framework based on defined 
criteria and a sound methodology to assess effectiveness.” 

To address these recommendations BMZ is currently working on an overall strategy 
for multilateral cooperation, which aims, among other things, at defining criteria that ean 
serve as a basis for decisions on the amount and character of cooperation with multilateral 
organisations. In order to actively take part in the process of assessing effectiveness of 
multilateral organisations. Germany is planning to join the MOPAN network. Results of 
MOPAN surveys are incorporated in the design of institutional briefs. In addition, BMZ 
and the Foreign Office have started jointly to evaluate their voluntaiy contributions to 
international organisations engaged in humanitarian aid. Further joint work with other 
donors on other multilateral organisations is under consideration. 

Germany’s Federal Court of Audit has reviewed current practices of Germany’s con- 
tributions to international organisations. In its report of 2007 to the Budget Committee of 
the Parliament, the Court of Audit stated that, according to the budget code, ministries are 
required to regularly assess and evaluate voluntaiy contributions to international organi- 
sations. In the case of BMZ and the Foreign Office, which provide most of the funds, an 
overall assessment of their contributions w'as recommended. 
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6. Allocation and scaling up of multilateral aid 

In 1993. Parliament s budget committee decided on a guideline determining the per- 
centage of the BMZ budget that is spent for multilateral cooperation that annual expenses 
made to multilateral organisations must not exceed one third of the BMZ budget. In some 
instances, this cap has led to minor corrections in the allocation process to reduce the share 
for multilateral organisations. For the time being, Germany's scaling up of ODA will be 
realised within that range (1/3 multilateral, 2/3 bilateral of the BMZ budget). 


Notes 


1. Germany deposited two promissory notes at the World Bank in 2004 and no promissory note 
in 2005. explaining the peak in 2004 and sharp drop in 2005. 

2. Federal Ministn,^ for Economic Cooperation and Development (2005), The German 
Government’s 12th Development Policy Report. Berlin. http;//www.bmz.de/en/service/ 
infothek/fach/materialien/materialiel52.pdf?PHPSESSID=437d56ceaed29780153bl642683 
20d50. 

3. Federal Ministry for Economic Cooperation and Development (2005). Programme of Action 
2015. Berlin, http://www.bmz.de/en/principles/aims/programme2015/index.html. 

4. Federal Ministry for Economic Cooperation and Development (2005). Germany’s 
Contributions to achieving the Millennium Development Goals, Berlin, http://www.undg.org/ 
archive_doc s/6580 -Germany _M DG_Report.pdf 

5. Ibid. Programme of Action 2015. Berlin, page 31. 

6. Ibid The German Government’s 12th Development Policy Report, page 187. 

7. Ibid. Germany’s Contributions to achieving the Millennium Development Goals, page 57. 

8. Federal Ministry for Economic Cooperation and Development (2007), World Bank Group 
- Key messages of German development Cooperation. Berlin, http://wwvv.bmz.de/en/ 
approaches/multilateral_cooperation/players/WorldBankGroup/301-wb-kernbotschaften- 
neu-en.pdf 

9. Federal Ministry for Economic Cooperation and Development (2008). Combating Poverty - 
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40.en^2649_34603_35878945^1_l_l_1.00.html). 
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Greece 


1. Multilateral aid at a glance 

In 2006, Greece contributed 55% of its gross ODA and ODA net of debt relief in core 
contributions to multilateral organisations, compared to the 2004-06 DAC average of 29% 
net of debt relief (excluding contributions to the EC, the multilateral share was 17% com- 
pared to the three-year DAC average of 19%). Multilateral aid increased by USD 47 million 
in absolute terms over the past ten years, from USD 187 million in 1997 to USD 234 mil- 
lion in 2006. However, in 2006 bilateral aid was more than three times higher than in 1997, 
leading the multilateral share of total ODA to decline sharply over this period, from 79% 
in 1997 to a low of 37% in 2003. 


Figure 1. Greece’s gross ODA 1997-2006 
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Table 1. Multilateral share of total ODA 


Year 

Multilateral as 
share of gross 
ODA (%) 

Multilateral as 
share of gross ODA excl. 
debt relief (%) 

1997 

79 

79 

1998 

65 

65 

1999 

59 

59 

2000 

56 

56 

2001 

59 

59 

2002 

61 

61 

2003 

37 

37 

2004 

50 

50 

2005 

46 

46 

2006 

55 

55 


Source: DAC Aggregate Statisties 


The picture of Greece’s multilateral allocations is fairly simple. Greece is engaged 
with the EU, the UN and its agencies, funds and commissions, the World Bank Group and 
some other multilateral institutions. In 2004-06. the EC w'as by far its largest recipient, 
accounting for 82% of multilateral ODA (41% of total ODA), of w hich 74% went to the 
Commission. Contributions to the World Bank and the UN-systcm accounted for 9% 
and 5% of multilateral assistance respectively (4% and 2% of total ODA). Greece did not 
allocate funds to any of the major regional development banks in 2004-06. Figure 2 show's 
that the disbursement of multilateral aid through organisations other than the EU is low. 
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Figure 2. Major recipients of Greece’s multilateral ODA (core contributions) 

(ODA Ihree-year average 2004-2006. conslanl 2006 USD millions) 



Source: DAC Aggregate Statistics 


2. Total use of the multilateral system 

Greece's core contributions (commitments) to the UN amounted to USD 13.6 million 
in 2006, which represented 95% of Greece's total aid to and through the UN that year. A 
small amount of USD 0.8 million was allocated through the UN for specific projects and 
programmes. Earmarked contributions to the EC and other multilaterals amounted to 1.5 
and 700 000 respectively. Greece's use of non-core funding is very limited and in total, its 
core contributions accounted for 99% of its total use of the multilaterals. In terms of core 
and non-core funding. Greece channelled some 56% of its aid commitments to and through 
the multilateral system in 2006. 


Table 2. Greece’s core contributions to multilateral agencies 
and aid channelled through multilaterals 
Commitments (excluding debt relieO in 2006. millions of USD 



Core 

Contributions 

Bilaterai aid 
channelled via 
aaenev 

Total Use of 
Multilaterals 

Core as share of 
total use of 
Multilaterals (%) 

United Nations 

14 

1 

14 

95 

ofwivch: UNDP 

2 

0 

2 

96 

UNICEF 

0 

0 

0 

72 

UNHCR 

1 

0 

1 

89 

WFP 


0 

0 


WHO 

2 

0 

2 

89 

EC 

164 

2 

165 

99 

Worid Bank Group 

42 

- 

42 

100 

Other Muitilaterals 

IS 

1 

16 

96 

Totai 

Z3S 

3 

238 

99 


Source: DAC Aggregate Statistics and Creditor Reporting System 
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3. Multilateral Strategy 

Greece has prepared a single strategj' document (not yet politicalh approved) for its o\ erall 
policy covering their engagement with multilatcrals. Multilateral ODA in recent years accounts 
for approximately half of the Greek development cooperation budget and Greece’s overall 
der elopment cooperation strategies include objectives and priorities to guide its multilateral 
engagements. The general objective of Greek multilateral policy is the attainment of the MDGs, 

The EC is the most important multilateral plav er for Greeee due to its membership in 
the EU. In its engagement with the EC. Greece focuses on participating in the formulation, 
adoption and implementation of the EC’s position on development issues to achieve the 
goals set at EU level. 

In its engagement with the World Bank. Greece’s main priorities arc: 

• To contribute to the achievement of the MDGs; 

• To help overcome poverty and spur sustainable growth in the poorest countries, 
especially in the Africa region; 

• To address the special challenges of states coming out of conflict, fragile states 
and LlCs; 

• To address elimate change since developing countries and particularly the world's 
poorest people are the most vulnerable to changes in climate and extreme weather; 

• To support sustainable economic growth in South-Eastern Europe, the ECA region 
in general and MENA, where economic development is precarious; and 

• To combat hunger and deteriorating malnutrition due to the rapid increase in food 
and energy prices through the “New Deal for Global Food Policy”. 

Greece is involved in the UN through its membership. Its priorities in the UN Bodies are: 

• Reduction of poverty; 

• Prevention and coping w ith the climate change problems and adaptation to climate 
change parameters and needed measures; 

• Coping with environmental problems such as water pollution, water shortage, 
deforestation, and destruction of biodiversity ; 

• Support Mediterranean countries to solve the issues of pollution of the Mediter- 
ranean Sea 

• Development of Africa countries; 

• Development of the Balkan countries and Black Sea countries; and 

• Implementation of MDGs. 

4. Management of mnitilateral aid 

The responsibilities of multilateral aid are split between different actors. However, 
the focus of leadership is the Ministry of Foreign Affairs in terms of its role in setting the 
national development policy. The remaining part of multilateral assistance is managed by 
different ministries among which are the Ministry of Economy and Finance, the Ministry 
of Environment, Land Planning and Public Works, the Ministry of Health and Social Soli- 
darity', the Ministry of Agricultural Development and Food, and the Ministry of Culture. 
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5. Multilateral recommendations in the DAC Peer Review 

In the latest Peer Review of Greece (2006), the DAC encouraged Greece, in order to 
maximise its aid effectiveness while increasing aid, to increase the share of aid to multi- 
lateral organisations other than the EC. The DAC also suggested that while expanding its 
multilateral programme. Greece should be more selective and develop a proactive strategy 
to multilateral assistance*. 

Greece notes that one response, which addresses these recommendations, is its pro- 
gramming of multilateral assistance in the sense that multilateral aid receives increased 
volumes of aid. Areas for support are selected upon strategic considerations, i.e. increasing 
the synergies between interacting areas such as migration and environment, climate change 
and health, as well as ensuring synergies between priority sectors in bilateral and multilat- 
eral aid. This approach is demonstrated in the draft the Third Five-Year Development Plan 
(2008-2012). Greece has also tried to address the DAC recommendation by developing an 
overall multilateral strategy. 

6. Allocation and scaling up of multilateral aid 

Greece follows a specific allocation key to multilateral aid of 0. 10% of GNI and plans 
to maintain this key until 2012. Thus, multilateral aid volume will increase, in line tvith 
Greek GNI which was expected to rise throughout the five year period by approximately 
7% per year, though this growth rate is likely to be scaled back following the economic 
and financial crisis. 


* OECD (2006), DAC Peer Review on Greece. Paris, http://www.oced.Org/doeument/53/0, 3343, 
en 2649 34603 37754997 1 1 1 1.00.html. 


DAC REPORT ON MULTILATERAL AID, ZOOS - © OECD 2009 


152 - APPENDIX: DAC DONORS’ MULTILATERAL AID: TRENDS AND POLICY 


Ireland 


1. Multilateral aid at a glance 

In 2006. Ireland contributed 38% of its gross ODA and ODA net of debt relief in 
core contributions to multilateral organisations, compared to the 2004-06 DAC average 
of 29% net of debt relief (excluding contributions to the EC, the multilateral share was 
26% compared to the three-year DAC average of 19%).' Although Irish multilateral aid 
has almost quadrupled in absolute terms over the past ten years from USD 99 million in 
1997 to USD 389 million in 2006, the multilateral share of total ODA has stayed relatively 
constant due to a similar growth rate of its bilateral aid. 


Figure 1. Ireland's gross ODA 1997-2006 


Table 1. Multilateral share of total ODA 



1997 1999 2001 2003 2005 

Mul. Bi. excl.debt relief 


Year 

Multilateral as 
share of gross 
ODA {%) 

Multilateral as 
share of gross ODA excl. 
debt relief {%) 

1997 

36 

36 

1998 

38 

38 

1999 

39 

39 

2000 

34 

34 

2001 

36 

37 

2002 

33 

33 

2003 

30 

30 

2004 

33 

33 

2005 

33 

33 

2006 

38 

38 


Source: DAC Aggregate Statistics 


In 2004-06, over 90% of Ireland’s multilateral core contributions were split between 
three main multilateral recipients: the EC, the UN system, and the World Bank, which 
accounted for 40%. 30% and 22% of the Irish multilateral assistance respectively (14%. 
11% and 7% of total ODA). Regarding the contributions to the EC, a share of 24% was 
channelled through the EDF in the period 2004-06." In terms of core contributions, 
Ireland’s top three UN partners are UNDP, UNICEF and UNHCR, accounting for 22%, 
16% and 12% of core UN contributions respectively. Compared to most other DAC donors, 
Ireland is not involved in many regional development banks, although it became a member 
of the AsDB in 2006. 
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Figure 2. Major recipients of Ireland’s multilateral ODA (core contributions) 

(ODA Ihree-year average 2004-2006. constant 2006 USD million) 



Source: DAC Aggregate Statistics 


2. Total use of the multilateral system 

At present Ireland does not report on the channel of delivery of aid through multilater- 
als. However. Ireland is about to adapt its information systems to report on this. Without 
data on non-core funding, the full use of the multilateral system cannot be presented. Even 
though Ireland does not use earmarked funding to a large extent, there is still some non- 
core funding especially to the UN system that raises the total use of the multilateral system 
compared to the picture on core funding presented in the Section above. 

3. Multilateral Strategy 

While Ireland has no single strategy document setting out its overall policy and engage- 
ment with multilaterals, the Government of Ireland’s White Paper on Irish Aid, launched 
in September 2006, includes information on future multilateral aid implementation and 
cooperation.’ The White Paper serves as a blueprint that guides the expansion of the Irish 
aid programme. Ireland’s general and overarching objective for development is poverty 
reduction, with Africa as the principal geographic focus and a sector focus on basic needs, 
including in the key social sectors of education and health, and the fight against HIV/AIDS. 

Regarding multilateral assistance, the White Paper focuses on Ireland's major partners: 
the UN. EC and the World Bank. It stresses that the UN system plays an important role in 
building international consensus on key dcr clopmcnt challenges and that partnerships with 
the UN has advantages such as avoidance of fragmentation and duplication and a wider 
reach compared to bilateral aid. 

The government emphasises that Ireland has rationalised its engagement with the UN 
funds and programmes, by concentrating the bulk of its support on a small number of pri- 
ority partners within the UN development system. Irish Aid has agreed partnerships with 
UNICEF. UNFPA and UNHCR and agreements with UNDP and WHO are pending. In the 
case of the latter, the proposed Framework agreement is a joint initiative of Irish Aid and the 
Department of Health and Children and w ill form the centrepiece of a whole of government 
approach to Ireland's relationship with WHO. These partnerships generally entail funding 
increases to UN bodies in exchange for progress on agreed development objectives. They 
also include strengthened arrangements for monitoring and evaluation of the UN funds and 


DAC REPORT ON MULTILATERAL AID, ZOOS - © OECD 2009 


154 - APPENDIX DAC DONORS’ MULTILATERAL AID TRENDS AND POLICY 


programmes to ensure accountability and value for money. Most of the Irish UN contribu- 
tions arc core, allowing the agencies to determine their priorities, within the agreed man- 
date. but earmarking is still important in emergency situations."* 

EC development assistance is an integral part of the Irish aid programme and Ireland 
will work to improve the quality of that aid and the effectiveness of its delivery. In its 
cooperation with the EC. Ireland will seek to ensure that a greater proportion of EC assist- 
ance goes to least developed countries, encourage other EU donors to move towards 100% 
untied aid and strengthen coherence at EU level. 

As regards to the Bretton Woods Institutions. Ireland stresses IDA as a significant 
channel for the delivery of Irish aid. It recognises that the World Bank, in close relation- 
ship w'ith IMF, has a significant and frequently decisive weight in policy decisions and in 
allocating resources in the developing countries. Ireland will seek to ensure that the World 
Bank and IMF interventions in developing countries promote a favourable environment 
conductive to the effectiveness of its bilateral aid and to the achievement of the MDGs. 

Furthermore. Ireland stresses that it will provide aid to the African Union and other 
regional organisations in Africa, to support efforts to tackle the challenges facing the con- 
tinent. including support to the African Peer Review Mechanism. Ireland will prioritise 
UN’s coordinating role in humanitarian crisis, and recognises that multilateral organisa- 
tions and global health partnerships provide vital resources to country health programmes, 
and these will be supported. 

4. Management of multilateral aid 

Irish Aid. a division of the Department of Foreign Affairs, is responsible for the manage- 
ment and administration of the Irish overseas aid programme and for the conduct of Irish 
development policy, including most of the multilateral programmes. The UN and World Bank 
Section of Irish Aid works closely with the UN Coordination Section of the Political Division 
in the Department of Foreign Affairs on the co-ordination of Ireland’s overall participation in 
the work of the UN and to ensure that Ireland's interests and values are reflected at the UN. 
The Section carries out this work in close cooperation with other divisions and with Ireland's 
Permanent Missions to the UN in New York. Vienna and Geneva. As regards EC assistance, 
a similar level of coordination exists through the Permanent Representation of Ireland to the 
EU in Brussels and ECU Multilateral Section of Irish Aid. The main objective is to ensure that 
overall EC funding is as effective as possible and gives priority to poverty reduction measures. 

The Department of Finance has the overall responsibility for Irish engagement in 
the Bretton Woods Institutions and other IFls. Other government departments also con- 
tribute to the official aid programme, and in particular to Irish engagement with multi- 
lateral organisations. Examples of such collaboration are support by the Department of 
Agriculture and Food in Irish engagement in WFP and the Department of Health and 
Children support as regards the WHO. 

In the White Paper, the government stresses the need for close cooperation between 
Irish Aid and the Department of Finance and pledges to develop a close working relationship 
between the two departments to integrate a strong de\ elopment perspective into the positions 
taken by Ireland in the international financial institutions. The government has established a 
new Inter-Departmental Committee on Development (IDCD) to strengthen coherence in the 
government's approach to development in general and to make the best use of the expertise and 
skills available across the public services.’ The IDCD has a specific sub-committee on multi- 
lateral engagement, which has a remit to oversee the relationships with the UN and IFI bodies. 
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5. Multilateral recommendations in DAC Peer Review 

In the latest Peer Review of Ireland (2003), the DAC acknow ledged Ireland's adoption 
of a more selective and targeted approach and increased contributions to agencies that 
reinforce its policy objectives as recommended in the previous Peer Review of 1999. With 
its strategic approach in 2001. Ireland reduced its number of UN partners from 35 to 20 by 
withdrawing funding to agencies that only received symbolic contributions and had a poor 
fit w ith Ireland's development objectives in general.® 

Ireland has made significant efforts in developing a strategic and focused approach to 
its multilateral partners, especially the UN agencies. In 2003, the DAC recommended that 
Ireland pursue an even more strategic and programmatic engagement with a selected number 
of key multilateral agencies. This recommendation was followed up by implementing a stra- 
tegic review in 2006/7. Recommendations from this review have been implemented, result- 
ing in focused and strategic partnerships with UNICEF, UNFPA and UNFICR, with further 
agreements with UNDP and WFIO pending. Ireland has enhanced budget predictability to 
these bodies through the provision of multi-annual funding commitments based on agreed 
dcr clopmcnt objectives. These shared objectives draw on the Strategic Plan of the partner 
organisation and include agreed indicators to ensure a greater degree of mcasurabilitv’. The 
duration of the funding commitment to partner organisations is synchronised w ith the respec- 
tive planning horizon; where a Strategic Plan is over four years, Irish Aid provides a four year 
commitment in return for progress on the agreed objectives. This progress is assessed annu- 
ally via bilateral consultations, countiy-level reporting by Irish field offices and other means, 

6. Allocation and scaling up of multilateral aid 

Ireland docs not practise a conscious allocation policy when considering the split 
between bilateral and multilateral aid. As new initiatives emerge, careful consideration is 
given to where they might feature in Ireland’s hierarchy of priorities. The current propor- 
tions of bilateral to multilateral aid are two-thirds to one-third respectively. In the scaling 
up process to reach the UN target of 0.7% ODA/GNI in 2012 and the interim target of 0.6% 
in 2010 as pledged in the White Paper (2006)', Ireland plans to maintain the multilateral 
share at a level consistent with past practice. 


Notes 

1. 2006 was an unusual year, as the mullilaleral share was 38% compared lo a general rule of 

30-33%. 

2. According to Irish Aid. this split will change in the future due plans of increased contribu- 
tions to the EDF. 

3. Government of Ireland (2006), White Paper on Irish Aid, Dublin, www.irishaid.gov.ie/ 
whitepaper. 

4. Ibid. White Paper on Irish Aid. 

5. Ibid. White Paper on Irish Aid. 

6. OECD (2003). DAC Peer Review of Ireland. Paris. htlp://www.oecd.org/documenl/27/0.3343, 
cn_2649_34603_20366555_l_l_l_1.00.html. 

7. Ibid. White Paper on Irish Aid. 
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Italy 


1. Multilateral aid at a glance 

In 2006. Italy contributed 41% of its total gross ODA in core contributions to multilat- 
eral organisations, placing it above the 2004-06 DAC average of 24%. Net of debt relief. 
Italy’s multilateral assistance accounted for 68% of ODA in 2006. compared with the three- 
year DAC average of 29% (excluding contributions to the EC, the multilateral share w as 
14% compared to the three-year DAC average of 19%). Italy's multilateral aid increased 
by USD 524 million in the past ten years, from USD 1.1 billion in 1997 to USD 1.6 billion 
in 2006. Debt relief accounted for a significant share of Italy’s total ODA over the period. 


Figure 1. Italy’s gross ODA 1997-2006 Table 1. Multilateral share of total ODA 



Source: DAC Aggregate Statistics 


In 2004-06. the EC was by far Italy’s largest multilateral recipient, accounting for 60% 
of multilateral ODA (31% of total ODA). Core contributions to the World Bank and UN 
system amounted to 13% and 12% of multilateral ODA respectively (7% and 6% of total 
ODA). The regional development banks accounted for 6% of multilateral ODA (3% of total 
ODA), of which about half was channelled through the AfDB. 
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Figure 2. Major recipients of Itaiy’s multilateral ODA (core contributions) 

(ODA Ihree-year average 2004-2006, conslanl 2006 USD millions) 



2. Total use of the multilateral system 

Italy does not report on the individual channel code for each agency, and hence it is not 
possible to measure non-corc funding for each multilateral agency. However, the aggregate 
figure shows that Italy channels USD 128 million through the multilateral system to spe- 
cific projects and programmes. Italy’s core contributions account for 93% of its full use of 
the multilateral system, so non-core funding is not a commonly used financing instrument. 
In terms of both core and non-core funding, Italy channelled some 69% of its aid (commit- 
ments) to and through the multilateral system in 2006. 

3. Multilateral Strategy 

Italy has no single strategy document for its overall policy and engagement with mul- 
tilaterals, despite multilateral ODA accounting for the major share of Italy’s development 
cooperation budget. Its overall development cooperation strategies include objectives and 
priorities to guide its multilateral engagements. Among the reasons for Italy’s reliance on 
multilateral channels include: the associated low transaction costs of such use, and a politi- 
cal desire both to maintain Italy’s international standing and fulfil its obligations. There 
are some moves to adjust this accent on multilateral funding, trying to better balance mul- 
tilateral and bilateral activities. 

A large part of Italian multilateral contribution is allocated to agencies, funds and 
programmes of the UN, consistent with traditional political attention to the UN institutions. 
A specific focus is on the international organisations based in Italy (FAO, IFAD and WFP), 
particularly oriented towards humanitarian aid, food security and financial support to the 
agricultural sector. Italy plays an important role in supporting UN activities in the field of 
human development (UNDP), gender (UNIFEM), environment (UNEP), good governance 
(Democracy Fund and Peace Building Fund) and human rights. 

Apart from the UN-related organisations, Italy is deeply engaged in the health sector, 
being a large contributor to The Global Fund. As a member state of the EU. Italy allocates 
financial resources to the EU budget for development, and hence participates in the debate 
on aid effectiveness and division of labour. 
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In its engagement with the World Bank, the main Italian priorities eoncern food security 
(with a special attention to agricultural research and rural development), health, microfi- 
nance. the protection of cultural heritage, gender, small and medium enterprises, the protec- 
tion of the environment, and the enhancement of the private sector. 

4. Management of mnitilateral aid 

Multilateral aid is managed by both the Ministry of Foreign Affairs and the Ministry 
of Finance. Both multilateral and bilateral contributions by the Ministry of Foreign Affairs 
(if they exceed EUR 1 million) are approved by an Interministerial Committee (Comitato 
Direzionale). Participation is also extended to other Ministries other Directorate Generals 
within the Ministry of Foreign Affairs. 

The Ministry of Finance deals primarily with MDBs and Funds, and with innovative 
sources of financing such as the International Finance Facility for Immunisation (IFFIm) 
and Advance Market Commitments (AMCs). 

5. Multilateral recommendations in the DAC Peer Review and by Corte dei 
Conti 

In the latest Peer Review (2004), the DAC offered Italy several recommendations on 
the multilateral aid channel, ineluding: taking a more results-based approach to multilateral 
budgeting; placing more emphasis on the importance of publicly communicating the ration- 
ale behind allocation decisions; encouraging greater co-operation between the Foreign and 
Finance ministries; and upgrading the capacity of the Finance Ministry to monitor, evalu- 
ate and plan investments in multilateral institutions. 

The National Audit Offiee {Corte dei Conti) is responsible for more formal regular 
control of the management of Italian resources, and normally intervenes only on financial 
aspects, not on political ones. As for the Parliament, it is engaged in discussions and hear- 
ings concerning development cooperation, especially in view of the reform of the Italian 
system. However, there is no specific recommendation on multilateral assistance. 

6. Allocation and scaling up of multilateral aid 

The split between multilateral and bilateral aid is decided by the Parliament when 
approving the financial law'. The split between multilaterals is then decided by the compe- 
tent ministries, according to the above mentioned priorities (agricultural development and 
food security, health, environment, gender and human rights). 

The trend of contributions to multilaterals has been increasing in the latest years, in 
view of respecting international commitments and following a more active role within the 
UN after becoming a member of the Security Council (in particular in the field of human 
rights and the fight against the death penalty). Italy plans to progressively increase the 
impact of the bilateral channel in its international cooperation, w ithout how ever neglecting 
its traditional contributions to the multilatcrals. However, at the moment, there is no spe- 
cific scaling-up projection, as the annual financial law has not been approved yet. 
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Japan 


1. Multilateral aid at a glance 

In 2006. Japan contributed 23% of its total gross ODA in core contributions to 
multilateral organisations, placing it just below the 2004-06 DAC average of 24%. Net of 
debt relief, Japan's multilateral assistance accounted for 29% of gross ODA in 2006, in 
line with the three-year DAC average of 29% (three-year DAC average of 19% excluding 
the EC). Japan’s multilateral aid increased by USD 1,3 billion in the past ten years, from 
USD 2.6 billion in 1997 to USD 3.9 billion in 2006. Debt relief accounted for a significant 
share of Japan’s total ODA in the last few years. Nevertheless, there was some variability 
in Japan's multilateral share of total ODA, which dipped to a low of 11% in 1999. 


Figure 1. Japan’s gross ODA 1997-2006 Table 1. Multilateral share of total ODA 



Source: DAC Aggregate Statistics 


In 2004-06. the World Bank was its largest multilateral recipient, accounting for 48% 
of multilateral ODA (9% of total ODA). Funding to the UN-system amounted to 30% of 
multilateral assistance (6% of total ODA). Within the UN-system, UNDP, UNICEF and 
the WFP were Japan’s largest recipients in terms of core contributions, accounting for 
16%, 13% and 9% of total UN contributions respectively. The regional development banks 
accounted for 14% of multilateral ODA (3% of total ODA), of which 71% was channelled 
through the AsDB. 
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P igure 2. Major recipients of Japan’s multilateral ODA (core contributions) 

(ODA Ihree-year average 2004-2006. conslanl 2006 USD millions) 



2. Total use of the multilateral system 

At present. Japan does not fully report on the channel of delivery. DAC statistics on 
Japan's non-core funding arc. therefore, limited and as a result, they do not provide a 
complete picture of Japan's full use of the multilateral system. However, from the data 
reported in addition to Japan's core contributions to the UN of USD 511 million in 2006, 
another USD 353 million was allocated to the UN for specific projects and programmes. 
Thus, core contributions represented only 59% of Japan's total aid to and through the UN 
in 2006. From the reported figures Japan's core contributions accounted for 91% of its total 
use of the multilaterals, which is likely an overestimate due to missing data. 


Table 2. Japan’s core contributions to multilateral agencies and aid channelled through multilaterals 
Commitments (excluding debt relief) in 2006. millions of USD 



Core 

Contributions 

Bilateral aid 
channelled via 

Total Use of 
Multilaterals 

Core as share of 
total use of 
Miiltilaterals 1%) 

United Nations 

S11 

353 

864 

59 

of which: UNICEF 

80 

60 

140 

57 

UNDP 

78 

130 

208 

37 

UNHCR 

4 

65 

69 

6 

UNRWA 

5 

13 

19 

29 

WFP 


63 

63 

0 

World Bank Group 

2,489 

- 

2,489 

100 

Reg. Dev. Banks 

448 

- 

448 

100 

Other Multilaterals 

284 

18 

302 

94 

Total 

3,731 

371 

4,103 

91 


Source: DAC Aggregate Statistics and Creditor Reporting System 
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3. Multilateral Strategy 

Japan has no single strategy document for its overall policy and engagement with mul- 
tilaterals. Nevertheless, in Japan's Official Development Assistance Charter, revised in 
2003. partnership and collaboration with the international community is referred to as one 
of the basic policies of Japan's ODA. and its approach in dealing with multilateral organi- 
sations is briefly touched upon in its ODA White Paper 2007.' The Japanese multilateral 
policy follow s the priorities set in its overall development policy which include: (a) address- 
ing environmental and climate change issues; (b) realising economic growth of developing 
countries and furthering economic prosperity in Japan; (c) promoting democratisation and 
assisting market-oriented economic reforms; (d) peace building and the fight against ter- 
rorism; and (e) ensuring human security. 

Japan stresses that providing assistance to and collaborating with developing countries to 
achieve the MDGs is now more necessary than ever, as is the ability to exchange ideas within 
international forums. In Japan's estimation, the advantages of assistance delivered through 
international institutions include: (a) the advanced specialist knowledge and experience 
unique to each institution; (b) aid can be delivered in a politically neutral manner; and (c) the 
existence of a global aid network capable of swiftly responding to the emergencies. Japan 
emphasises that the integration of bilateral and multilateral assistance will yield numerous 
benefits to all recipient countries, Japan and the international institutions invohed. 

Among other things, Japan emphasises that the UN's support of peace and security 
is important. Japan actively promotes co-financing with MDBs. paying close attention 
to priority sectors such as the environment.- Japan considers the international financial 
system to be central to the functioning of the global economy, providing a framework 
which facilitates the exchange of goods, services and capital, contributing to sustained 
economic growth. In general. Japan is striving to play a greater role in the management of 
multilateral organisations in pursuit of its main goals, while enhancing the effectiveness 
and strengthening the financial integrity of such institutions.’ As stated in the latest DAC 
Peer Review, the budget allocations to multilaterals are driven by the following criteria: 
efficient management, role and visibility, reflection of Japanese policies within the strategy; 
an effort to increase Japanese staff; and effective utilisation of Japanese contributions. 

4. Management of multilateral aid 

The Ministry of Foreign Affairs of Japan carries the main responsibility for multilateral 
aid, including coordination of Japan’s UN-operations. The Ministry of Finance also plays 
a role in the internal administration of multilateral assistance cooperation in terms of its 
engagements with the International Financial Institutions. 

The Ministry of Foreign Affairs underwent a structural reorganisation in August 
2006. The Eeonomic Cooperation Bureau and the Global Issues Department in charge of 
international development agencies were integrated to form the International Cooperation 
Bureau, setting in place one structure to plan and formulate both bilateral and multilateral 
assistance. Japan strives to implement effective and efficient international cooperation by 
improving the results of its cooperation in developing countries. This is done by examining 
the synergy of bilateral and multilateral aid, including by: 

(a) Leveraging the specialised expertise of international organisations with Japan’s 
technology and experience. For example, since 2004 Japan has been implementing 
cooperation which combines UNICEF’s expertise in education with Japan’s expertise 
in science and mathematics education in the primary education sector in Bangladesh. 
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(b) Increasing the amount of aid (total funds) passing through international organisa- 
tions and broadening the range in developing countries. For example, in October 
2007. Japan approved a loan to Uganda for the development of the domestic elec- 
tricity transmission network in the southeast of the country through co-financing 
with the AfDB, In Sudan, five Japanese NGOs hat e been conducting activities 
since May 2006 to assist returned refugees in coordination w ith other organisations 
such as the UNHCR, the United Nations World Food Programme (WFP). UNICEF 
and others, expanding a wide range of assistance as a whole. 

(c) Using the flexible implementation structures of international organisations to take 
advantage of the field offices of international organisations branching out to dif- 
ferent regions of the world. This will make it possible to support to the residents of 
remote districts, ethnic minorities, and social groups who are isolated from socieW 
in developing countries and to utilise rapid initial-response systems in such cases as 
disaster relief For example. Japan has provided emergency humanitarian assistance 
through international organisations at the immediate post-conflict stage, and when 
it is difficult to provide bilateral assistance, in Iraq and Sudan. 

(d) Highlighting the political neutrality of international organisations. For example, 
cooperation over population issues and HIV/AIDS prevention and treatment may be 
sensitive in some countries, so it could be useful to work with an organisation that 
has the recognised expertise, such as the United Nations Population Fund (UNFPA) 
and the International Planned Parenthood Federation (IPPF). Furthermore, interna- 
tional organisations make it possible for Japan to contribute to humanitarian assist- 
ance w ithout being preoccupied about diplomatic relations with the partner country. 

5. Multilateral recommendations in the DAC Peer Review 

In the latest Peer Review of Japan (2003), the DAC raised no specific recommendations 
on the multilateral aid. However, it suggested that Japan would benefit from developing a 
formal, comprehensive multilateral aid strategy."* 

6. Allocation and scaling up of multilateral aid 

Japan does not allocate multilateral assistance through a specific formula. There has 
been no information given on the multilateral weight in future aid levels except for the 
new multilateral activities mentioned in Section 4. However, for the future the Japanese 
Ministry of Foreign Affairs stresses that "by effectively combining bilateral assistance and 
assistance through international organisations, Japan can make its aid more effective, and 
furthermore, take an integrated stance from advocacy in international forums through 
implementation of assistance in the field." 
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Notes 


1. The Ministry of Foreign Affairs of Japan (2007), Japan's Official Development Assistance 
White Paper 2007: Japan’s International Cooperation, Tokyo, http://www.mofa.gojp/policy/ 
oda/white/2007/index.htm. 

2. http;//www,mofa. go.jp/policy/oda/guide/1998/5-l.html. 

3. OECD (2003). DAC Peer Review of Japan, Paris. http://www.oecd.Org/documcnt/10/0.3343 
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Luxembourg 


1. Multilateral aid at a glance 

In 2006. Luxembourg contributed 30% of its gross ODA and ODA net of debt relief in 
core contributions to multilateral organisations, placing it above the 2004-06 DAC average 
of 29% net of debt relief (excluding contributions to the EC, the multilateral share was 21% 
compared to a three-year DAC average of 19%). Multilateral aid has more than doubled in 
the past ten years, from USD 41 million in 1997 to USD 86 million in 2006. The growth 
rate of bilateral assistance has similarly increased, so the share of multilateral aid of total 
ODA rvas the same in 2006 as in 1997. though it dipped to a low of 20% in 2000. 


Figure 1. Luxembourg’s gross ODA 1997-2006 Table 1. Multilateral share of total ODA 



Source: DAC Aggregate Statistics 


Luxembourg’s multilateral allocations arc more equally divided among the larg- 
est organisations compared with those of other DAC members. The EC was its largest 
recipient, accounting for 32% of multilateral ODA (9% of total ODA) in 2004-06. The 
UN-system and the World Bank accounted for 26% and 18% of multilateral aid respec- 
tively (7% and 5% of total ODA). During the period 1997-2006, core funding to the UN 
system has more than doubled. Within the UN system. Luxembourg focuses mainly on 
five organisations with whom it has signed framework agreements (UNDP, UNCDF, 
UNICEF. UNFPA. WFIO). In 2004-06, core contributions to the regional development 
banks amounted to 15% of all multilateral assistance, of which nearly all was channelled 
through the AsDB. 


DAC REPORT ON MULTILATERAL AID, 2008 - © OECD 2009 


APPENDIX: DAC DONORS’ MULTILATERAL AID. TRENDS AND POLICY - 165 


Figure 2 Major recipients of Luxembourg’s multilateral ODA (core contributions) 

(ODA Ihree-year average 2004-2006, conslanl 2006 USD millions) 



Source: DAC Aggregate Statistics 


2. Total use of the multilateral system 

Luxembourg’s core contributions (commitments) to the UN amounted to USD 26 mil- 
lion in 2006. but these represented only 32% of Luxembourg’s total aid to and through the 
UN that year. Another USD 55 million was allocated through the UN for specific projects 
and programmes. Earmarked contributions to the rest of the multilateral organisations were 
low. Core contributions made up 60% of Luxembourg's total use of multilaterals and when 
core and non-core funding are counted together, Luxembourg channelled some 49% of its 
aid commitments to and through the multilateral system in 2006. 


Tabic 2- Luxembourg’s core contributions to multilateral agencies and aid channelled through multilaterals 
Commitments (excluding debt relicO in 2006. millions of USD 



Core 

Contributions 

Bilaterai aid 
channeiied via 
aaenev 

Totai Use of 
Multilaterals 

Core as share of 
total use of 
Multilaterals 1%) 

United Nations 

26 

55 

81 

32 

of which: UNDP 

2 

7 

7 

26 

UNICEF 

2 

6 

7 

21 

UNFPA 

1 

6 

6 

22 

UNHCR 

1 

8 

9 

15 

WHO 

1 

3 

4 

32 

EC 

24 

- 

24 

100 

Worid Bank Group 

19 

2 

21 

93 

Reg. Dev. Banks 

11 

- 

11 

100 

Other Muitiiaterais 

5 

- 

5 

100 

Total 

86 

57 

143 

60 


Source: DAC Aggregate Statistics and Creditor Reporting System 
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3. Multilateral Strategy 

Luxembourg has strengthened its cooperation with multilateral organisations in recent 
years at both the policy and operational level. In particular, cooperation with the UN 
system has risen, as shown by the increased allocations to the UN agencies illustrated in 
Section 1. Luxembourg intends to further increase its cooperation with UN agencies in the 
future. In 2003. Luxembourg developed a single strategy approach to its multilateral coop- 
eration. This approach takes account of Luxembourg's priorities and the DAC Peer Review 
recommendations. This multilateral strategy approach seeks greater focus and rationalisa- 
tion of choices, aiming primarily to: 

• Create special relationships with international agencies that meet Luxembourg's 
cooperation objectives, which offer a competitive advantage. 

• More effectively define the priority sectors and geographical range of Luxembourg's 
multilateral cooperation, taking into account the priorities of the international 
agenda, particularly the MDGs. 

The objective of this approach was to: (a) increase the effectiveness of multilateral action 
and its complementarity with bilateral cooperation and (b) reinforce the role and visibility of 
Luxembourg within the main international forums in the field of development*. This mul- 
tilateral approach has guided the changes in the multilateral field made in recent years. For 
example, Luxembourg’s cooperation w'ith the UN has become more strategic thanks to the 
new framework agreements reached with WHO, UNDP, UNFPA and UNICEF. These agen- 
cies were selected by Luxembourg because of the close alignment between their activities 
and Luxembourg’s priority sectors. Luxembourg’s future priorities in the UN bodies are to 
consolidate the approach defined in the 2003 strategy; align multilateral cooperation further 
with bilateral cooperation in partner countries; evaluate the cohesion and the effectiveness 
of this approach; reinforce the relationship with two further UN agencies by signing frame- 
work agreements with United Nations Capital Development Fund and ILO. 

The aim of its engagement with the IFls, including the World Bank and AfDB. is to 
complement Luxembourg’s development policy both in terms of geographical and sectoral 
concentration. Private sector development in developing countries is perceived as a priority 
to contribute to the fight against poverty in this context. 

4. Management of multilateral aid 

The responsibilities of multilateral policy design and implementation are split between the 
Ministry of Foreign Affairs and the Ministry of Finance in Luxembourg. Within the Ministry 
of Foreign Affairs, the Directorate of De\ elopment Cooperation is primarily in charge of multi- 
lateral issues regarding the UN system. In close cooperation with the bilateral desks as w'cll as 
the cooperation offices in the field, the multilateral desk identifies, launches, and manages the 
projects implemented through multilateral agencies in partner countries. The multilateral desk 
also follow s the work of the administrative boards of its major partner agencies and the discus- 
sions on multilateral development cooperation in tire UN, such as in ECOSOC. It also ensures 
contacts with the main partner agencies through annual consultations and regular contacts with 
the focal points in these agencies. The Ministry of Finance is responsible for relations with the 
international financial institutions including, in particular, the IMF and the World Bank. 


* Ministry of Cooperation and Humanitarian Aid (2004), Declaration on Luxembourg’s Development 
Cooperation and Humanitarian Aid Policy, Luxembourg, http://www.pac.gov.ie/documents/ 
docs/31060-20574-2512007.pdl'. 
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5. Multilateral recommendations in the DAC Peer Review 

In the latest Peer Rev iew of Luxembourg (2008), the DAC offered no specific recom- 
mendations on the multilateral aid channel. However, in the Peer Review' of 2003 the DAC 
suggested that Luxembourg more clearly defined its priorities and criteria for allocating 
resources to different recipient organisations. By developing the multilateral approach 
proposed in 2003 and its increasing work on strategy frameworks for a few UN agencies, 
Luxembourg has actively used the DAC recommendations to strive for a better multilateral 
cooperation policy. 

6. Allocation and scaling up of multilateral aid 

Luxembourg does not allocate aid between bilateral and multilateral by a formula, and 
in the allocations to the different multilateral agencies, preference is given to those agencies 
which have framework agreements and are main partners in the field. Furthermore, 
Luxembourg has a scaling up plan for those agencies with which it has signed a framework 
agreement. Luxembourg has agreed to pay each year no less than the previous year and if 
possible up to 10% more each year - pending overall development of the ODA budget and 
the approval of Parliament. Scaling up with other agencies (e.g. UNWRA) depends solely 
on political decisions. 
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Netherlands 


1. Multilateral aid at a glance 

In 2006, the Netherlands contributed 20% of its gross ODA in core contributions to 
multilateral organisations, placing it below the 2004-06 DAC average of 24%. Net of debt 
relief, the multilateral share of the Netherlands' total ODA was 21%, compared to the 
three-year DAC average of 29% (excluding contributions to the EC, the multilateral share 
was 13% compared to the three-year DAC average of 19%), In 2006, Dutch multilateral 
assistance amounted to USD 1.2 billion and grew 3% from 1997 to 2006, in line with the 
growth in GNI. Over this period, the multilateral share has fluctuated betw'een 28 and 
30%, w ith a sharp decline in 2006.' 


Figure 1, The Netherland’s gross ODA 
1997-2006 


Table 1. Multilateral share of total ODA 



Source: DAC Aggregate Statistics 


In 2004-2006. the UN system and the EC were the Netherlands' two largest multilateral 
aid recipients, accounting for 32% and 30% of multilateral ODA respectively (about 8% 
of total ODA), Within the UN. UNDP. UNFPA and UNHCR received 26%, 19% and 12% 
of all UN core contributions respectively. Core contributions to the World Bank amounted 
to 23%. while those to the regional banks totalled 7% of its multilateral ODA. Of the 
Netherlands’ core contributions to the regional development banks in the period 2004-06, 
63% went to the AfDB. 
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Figure 2. Major recipients of the Netherlands multilateral ODA (core contributions) 

(ODA Ihree-year average 2004-2006, conslanl 2006 USD millions) 



Table 2. Netherlands’ core contributions to multilateral agencies and 
aid channelled through multilaterals 

Commitments (excluding debt relict') in 2006. millions of USD 



Core 

Contributions 

Bilateral aid 
channelled via 
agency 

Total Use of 
Multilaterals 

Core as share of total 
use of Multilaterals (%) 

United Nations 

513 

842 

1,355 

38 

of which: 

IFAD 

40 

6 

46 

87 


ILO 

41 

36 

77 

53 


UNDP 

3 

140 

143 

2 


UNICEF 

143 

421 

564 

25 


UNHCR 

51 

18 

70 

74 


UNRWA 

15 

3 

18 

83 


WHO 

87 

10 

97 

90 


WFP 

34 

47 

81 

42 

EC 


904 

- 

904 

100 

IMF 



5 

5 

0 

Worid Bank Group* 

70 

523 

594 

12 

Reg. Dev. Banks 

55 

99 

154 

36 

Other Multilaterals 

253 

82 

335 

75 

Total 

1,796 

1,551 

3,347 

54 


* Primarv Education Fast Track Initiative 

Note: The Netherlands does not believe that its commitments give a comprehensive overview of 
their core funding to multilateral agencies, for example with respect to UNDP and UNICEF 

Source: DAC Aggregate Statistics and Creditor Reporting System 


2. Total use of the multilateral system 

The Netherlands’ core contributions (commitments) to the UN amounted to USD 513 mil- 
lion in 2006. but this represented only 38% of its total aid to and through the UN that 
year. Another USD 842 million was allocated through the UN for specific projects and 
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programmes. The share of earmarked contributions to the World Bank was exceptionally 
high in 2006, counting for 88% of total World Bank contributions. This earmarked funding 
to the World Bank was primarily linked to the education sector and more specifically to 
the Fast Track Initiative. In total, the Netherlands’ core contributions accounted for only 
54% of its total use of the multilaterals. In terms of both core and non-core funding, the 
Netherlands channelled some 32% of its aid to and through the multilateral system in 2006. 

3. Multilateral Strategy 

The Netherlands has no single strategy document on its overall policy and engagement 
with multilaterals. However, multilateral cooperation policy and programmes arc integrated 
in the policy note. Our Common Concern, on Dutch Development Cooperation 2007-2011- 
and in the 2003 policv memorandum Multilateral Interest, Mutual Responsibilities^ . A core 
principle in its development policy is that some development efforts in countries and regions 
cannot be solved by the Netherlands alone and require a global strategy. These issues con- 
cern environmental protection, combating drugs, gender equality, food security and popula- 
tion growth. For this reason, the Netherlands supports the international organisations which 
are capable of mobilising significant resources. Another reason the Netherlands provides 
multilateral aid is that it is less susceptible to donors’ own interests, and coordination is 
easier than with bilateral programmes. 

The Dutch government aims to maintain its status as a key donor to those organisations 
which deliver results, focus on the MDGs, make a tangible contribution to Dutch policy 
goals and enable the Netherlands to provide added value. Other considerations include how 
well they operate, how much they contribute to reforms and the added value they generate 
at country' level. From the Dutch government’s perspective, the advantages of multilaterals 
include: legitimacy and universal membership, centres of expertise, worldw ide networks, 
economies of scale, easier management, lower transaction costs, and the lower burden 
placed on donors and partner countries. Through its cooperation with the multilaterals, the 
Netherlands tries to influence the organisations’ strategies to ensure that Dutch objectives 
are served as much as possible. Coordination between all the organisations and among their 
different activities is also an important role for the Netherlands."' 

In its 2007 policy note, the Netherlands stresses that multilateral organisations like the 
World Bank and UNDP set the necessary rules of the game in international forums, serve 
as the main channel for aid and as centres of expertise, and provide a platform for dialogue 
with other development partners. At the same time it also points out that the multilaterals 
can be cumbersome and bureaucratic and it is therefore vital to help steer their course for 
greater effectiveness.’ Concerning the EU. the Dutch government emphasises that recent 
policy developments have created a more interesting framework, providing openings for 
a more political approach to development cooperation and a focus on policy coherence. 
The government notes the important role of the multilaterals and a large number of 
strengthened partnerships in relation to its focus areas, especially w'ith regards to security 
and development in fragile states. 

The Netherlands is currently working on a policy paper on multilateral development 
cooperation. This policy paper will review developments and trends in an international 
context and formulate a Dutch vision in this regard. Subsequently, it w ill outline a number 
of improvements the Netherlands will strive for in all multilateral organisations, in order 
to increase their effectiveness and efficiency {e.g. better cooperation and division of labour, 
better use of national development strategies and local systems, increased decentralisation, 
investment in quality of personnel, results based management and impact monitoring. 


DAC REPORT ON MULTILATERAL AID, 2008 - © OECD 2009 


APPENDIX: DAC DONORS’ MULTILATERAL AID: TRENDS AND POLICY - 171 


better representation in terms of voice and participation, better donor policies on predict- 
ability, multi-year funding, non car-marked financing and the increased participation of 
civil society. Finally, the paper will describe how the Netherlands plans to further its four 
development cooperation priorities (fragile states, gender and sexual and reproductive 
health and rights, climate change, and durable energy, and growth) through multilateral 
channels. 

The Netherlands has been reviewing the administrative functioning of selected mul- 
tilateral agencies. These reviews are for internal use only and are updated on an annual 
basis. In this regard it is noteworthy that the Netherlands has continued to actively partici- 
pate in MOPAN, an initiative of like-minded donors. 

4. Management of mnitilateral aid 

The administrative and policy responsibilities concerning Dutch multilateral devel- 
opment assistance and cooperation are centred in the Ministry of Foreign Affairs of the 
Netherlands. The two departments within the Ministry of Foreign Affairs that provide the 
Dutch contribution to multilateral organisations are the European Integrations Department 
(DIE) and the UN and International Financial Institutions Department (DVF). DIE seeks to 
ensure the consistency of Dutch policy within the EU. Through this work, it consults with 
other ministries to coordinate the Dutch contributions to decision-making in the EU. The 
DVF coordinates the Dutch contributions to the UN bodies and the international financial 
institutions.® 

With regards to the World Bank. IMF and the EBRD the Ministry of Finance is fully 
engaged in the policy-making process. The regional IFIs, such as AfDB. AsDB. IDB are 
the sole responsibility of the Ministry of Foreign Affairs since January 2008. The Ministry 
of Foreign Affairs regularly co-ordinates its multilateral aid policy w ith other ministries. 
This cooperation takes different forms depending on the multilateral organisation con- 
cerned. For example, other ministries {e.g. Ministry for Health. Welfare and Sport) assume 
the responsibility for the coordination of policymaking in the financing of the WHO. The 
Ministry of Foreign Affairs regularly organises meetings with all directors of international 
affairs of the other ministries to coordinate policy tow ards multilateral organisations. 
Co-ordination may also take place on an ad-hoc and demand drivenbasis. 

5. Multilateral recommendations in DAC Peer Review 

In the DAC Peer Review of 2001. it w'as recommended that the Netherlands maintain its 
active involvement in co-ordinated action with selected multilateral agencies as well as in 
European policy dialogue and co-ordination. In the latest Peer Review of the Netherlands 
(2006). the DAC recommended that given its objective of promoting greater multilateral 
effectiveness, the Netherlands should elaborate on its multilateral strategy and make efforts 
to avoid the risk of "bilateralising” multilateral agency programmes.’ 

The Netherlands has followed up on its commitment to increase multilateral effective- 
ness by becoming a member of the MOPAN Group and participating in the development 
of a common systematic approach to performance assessments of the multilateral agencies. 

There are no recent evaluations of multilateral policy by the National Audit Office or 
Parliament. The last evaluation of the National Audit Office dates from 1999. Evaluations 
are frequently carried out by outside experts; however, these evaluations are usually theme 
- or organisation - specific and do not cover multilateral policy as a whole. 
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6. Allocation and scaling up of multilateral aid 

The multilateral share (core and non-core) of the Netherlands’ ODA has been around 
30% over recent years, but does not use a fixed allocation formula. In the policy memo- 
randum Mutual Interests, Mutual Responsibilities which dates from the previous govern- 
ment. there is a reference to advice from the Inter-ministerial Policy Review to increase 
the multilateral share, ultimately to half of all aid. The Ministry of Foreign Affairs did not 
retain this recommendation because of what the implications of committing to a fixed per- 
centage for any channel could have in managing for effectiveness and results. There is also 
limited political support for increased multilateral cooperation because of Parliamentary 
concern over the quality of international organisations. The aforementioned policy paper 
on development co-operation through multilateral organisations, which will be presented 
to Parliament shortly, will, among other things, address the issue of how large the share of 
multilateral aid ought to be. 


Notes 


1. This decline was mainly due to substantial fluctuations in the annual deposit of promissory 
notes to the MDBs. 

2. The Ministry of Foreign Affairs of the Netherlands (2007). Our Common Concern 
Investing in development in a changing world. The Hague, http://www.minbuza.nl/binarics/ 
en-pdf/080027_our-common-concern,pdf. 

3. The Ministry of Foreign Affairs of the Netherlands (2003). Multilateral interest, 
mutual responsibilities Dutch development cooperation en route to 2015. The 
Hague. http://www.dutchembassy.ge//aspx/download.aspx?file=/contents/library/77/ 
mutualinterestsmutualresponsibilities.pdf 

4. http://www.minbuza.nl/en/developmentcooperation/development_partners.support_via_ 
international_organisalions.html. 

5. Ibid. Our Common Concern - Investing in development in a changing world, page 19. 

6. http://www.minbuza.nl/cn/ministr\Vorganisational_structure. Multilateral-Departmcnts.html. 

7. OECD (2006). DAC Peer Review of the Netherlands. Paris, http://www.occd.org/documcnt/ 
28/0.3343.en_2649_34603_374253 08_l_l_l_1.00.html. 
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New Zealand 


1. Multilateral aid at a glance 

In 2006, New Zealand contributed 22% of its gross ODA and ODA net of debt relief in 
core contributions to multilateral organisations, positioning it below the 2004-06 DAC aver- 
age of 29% net of debt relief (three-year DAC average of 19% excluding the EC). Multilateral 
aid increased USD 8 million in absolute terms in the past ten years, from USD 48 million 
in 1997 to USD 56 million in 2006. Bilateral aid increased at a faster rate. Therefore, the 
multilateral share of total ODA decreased 5 percentage points over this period. 


Figure 1. New Zealand’s gross ODA 1997-2006 


Table 1. Multilateral share of total ODA 



Source: DAC Aggregate Statistics 


In 2004-06. the category of "'other agencies” accounted for 37% of all multilateral 
assistance, of which the Commonwealth institutions accounted for a major share together 
with the Pacific regional agencies.^ Core contributions to the UN system accounted for 
34% of multilateral ODA or (7% of total ODA). UNDP. UNFPA and UNICEF were the 
top-three UN recipients, accounting for 26%, 12% and 11% of all UN-contributions respec- 
tively. The World Bank accounted for 16% and the regional development banks for 12% of 
New Zealand's multilateral assistance. New Zealand's International Aid and Development 
Agency (NZAID) has only one regional development bank partner, the AsDB. During the 
period 1997-2006. there has been an increasing trend in New Zealand's multilateral assist- 
ance towards the UN agencies. 
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Figure 2. Major recipients of New Zealand’s multilateral ODA (core contributions) 

(ODA Ihree-year average 2004-2006, conslanl 2006 USD millions) 



2. Total use of the multilateral system 

New Zealand's core commitments to the UN amounted to USD 24 million in 2006. 
although these represented only 45% of New Zealand's total aid to and through the UN 
system that year, as another USD 30 million was allocated through the UN for specific 
projects and programmes. In alL New Zealand's core contributions accounted for 46% of 
its total disbursements to the multilaterals. In terms of both core and non-core funding, 
New Zealand channelled some 36% of its total aid to and through the multilateral sy stem 
in 2006. 


Tabic 2. New Zealand’s core contributions to multilateral agencies and 
aid channelled through multilaterals 

Commitments (excluding debt relief) in 2006. millions of USD 



Core 

Contributions 

Bilateral aid 
channelled via 
aqencv 

Total Use of 
Muitilaterals 

Core as share of 
total use of 
Multilaterals (%) 

United Nations 

24 

30 

55 

45 

of which: UNDP 

5 

12 

17 

31 

UNFPA 

2 

4 

6 

39 

UNICEF 

3 

2 

5 

57 

UNHCR 

2 

1 

3 

78 

WFP 

2 

4 

6 

34 

IMF 

- 

1 

1 


World Bank Group 

8 

7 

16 

54 

Reg. Dev. Banks 

6 

22 

27 

21 

Other Multilaterals 

19 

9 

28 

69 

Total 

58 

69 

127 

46 


Source: DAC Aggregate Statistics and Creditor Reporting System 
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3. Multilateral Strategy 

New Zealand's International Aid and Development Agency (NZAID) has developed a 
'"wholc-of-agcncy” strategy on engagement with international agencies for the period 2005- 
2010. NZAID’s engagement w ith the multilateral system is about participation in collective 
action aimed at eliminating poverty and achieving the realisation of agreed human rights for 
all. but also about fulfilling its role as a '"good international citizen^'. New Zealand's inten- 
tion - as a small donor - is to engage substantively with a small number of agencies that 
work in areas where New Zealand can make a difference. The simiegy NZAID Multilateral 
Engagement Strategy 2003-2010- sets out NZAID’s contribution to these goals through sup- 
port of the UN. the international financial institutions (in particular the World Bank Group 
and the AsDB). the Commonwealth agencies, and other international voluntary agencies.’' 
The strategy has been developed to provide a framework for NZAID's multilateral funding 
poliey and programming partnerships. 

The Multilateral Engagement Strategy (MES) outlines the goals and objectives of 
NZAID's multilateral engagement and the strategies to be used in pursuit of these objec- 
tives. The overarching goal of NZAID's multilateral engagement is poverty elimination 
and achievement of the MDGs and other international development targets through an 
effective multilateral development system. Some challenges are better addressed collec- 
tively through an effective multilateral system due to their particular nature, economies of 
scale, or political sensitivities. Multilaterals are able to mobilise resources and expertise 
on a scale and cost that no individual country could provide, so New Zealand participates 
actively to support the multilateral system, promote its value and prineiples. and contribute 
its fair share of the costs. Consistent with its core geographic focus, NZAID is committed 
to advancing Pacific interests within the multilateral system. The expected outcomes of 
NZAID multilateral engagement cover: improvements in health, education and economic 
growth; protection and promotion of human rights, gender equality and environmental 
principles; and reduced vulnerability to poverty and hunger. NZAID plans to develop 
closer, stronger and more transparent partnerships w'ith key multilateral agencies as w'dl as 
better NZAID mechanisms for coordinating a "whole-of-government” approach. 

NZAID divides its strategies for building a more effective multilateral system into 
categories such as aid effectiveness, MDG processes, multilateral reform and Pacific 
development. NZAID has high priority engagement with 10 multilateral agencies, medium 
priority with 8 and low priority with the rest of its multilateral partners. The priority ratings 
take into account: levels of funding, the outcomes of assessment framework, alignment 
with priority sectors/themes, and certain expectations set by NZAID. For the high-priority 
agencies, NZAID develops agency' partnership framew'orks outlining the priority issues 
to be addressed during the following year. NZAID’s multilateral engagement is reviewed 
each year to evaluate the priority placed on the partnerships and the issues to be addressed. 
In addition, NZAID is fully committed to providing multi-year commitments to all core 
funded multilateral partners. 

The MES has been used to guide operational planning for NZAID’s multilateral 
engagement. Most significantly there has been increased focus on engagement with the 
top ten multilateral partners through increased staff capacity at Posts and in Wellington to 
manage these relationships, significant increased funding, and more strategic approaches to 
engagement which arc identified in annual agency engagement frameworks. These frame- 
works include establishing strong links between country level engagement and overall 
agency governance w'ilh each agency. 
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At the beginning of each calendar year the MES thematic issues are reviewed to ensure 
they are relevant and include new issues which have arisen. These priority thematic areas 
guide NZAID's focus for meetings and forums such as the AfDF and IDA negotiations in 
2007/8 and the UN General Assembly. Underpinning these prioritv areas are international 
thematic briefs which ensure greater consistency of messaging at international forums. 
The MES process followed on from an assessment and alignment review process called the 
Multilateral and Regional Agencies Assessment Framework (MARAAF) which saw New 
Zealand cease funding eight out of 35 ageneies. The MARAAF process will be reviewed in 
2008 and recommendations will guide the framew'ork of the next MARAAF process. It is 
likely thatNZAlD will harmonise their MARAAF to other donor agencies' and multilateral 
agencies' assessment processes. 

The MES will be review'ed in 2009. During this review NZAID will assess the use- 
fulness and relevance of the strategy, and consider what form a new strategy might take. 
In particular there is likely to be an increased focus on policy coherence with other New 
Zealand government departments. 

4. Management of multilateral aid 

NZAID holds the main, but not exclusive responsibility for coordinating multilateral 
development cooperation. Certain UN organisations, such as the FAO. ILO and WFIO. fall 
under the responsibility of other ministries. While the New Zealand Treasury possesses 
the overall responsibility for dealing with the World Bank and AsDB. NZAID is in charge 
of negotiations with IDA and the Asian Development Fund. Within NZAID. the Global 
Group manages NZAlD’s relationships w'ith IFls and other multilateral agencies, including 
selected international voluntary' agencies. 

Oversight for NZAID 's multilateral partnerships rests with the Multilateral Team that 
monitors and advocates for issues such as multilateral aid effectiveness and reform. This 
team manages the governance responsibilities for core funding relationships, while bilateral 
and regional programmes directly manage engagement with multilateral partners. At all 
levels NZAID consults and coordinates with other government departments on relevant 
issues and partnerships. For example, the Department of Labour, and the Ministi'y of 
Foreign Affairs and Trade work as a team on issues relating to UNffCR. Equally other gov- 
ernment departments seek NZAID input into their engagement with multilateral agencies. 
Increasingly there is significant coordination in these areas. 

5. Multilateral recommendations in the DAC Peer Review 

In the latest Peer Review of New Zealand (2005), the DAC recommended on the mul- 
tilateral aid channel that the government should reflect on the decline of core funding to 
multilateral agencies. Given the intention of engaging more actively with selected inter- 
national organisations, the government was encouraged to consider the strategic value of 
increased support for multilateral organisations in the finalisation process of NZAID's 
multilateral strategy. 

Since the DAC Review. NZAID has continued to champion the special circumstances 
that prevail in the Pacific in multilateral forums. NZAID has furthermore reinforced the 
poverty reduction focus of the programme and become increasingly engaged in multilateral 
processes such as ECOSOC and UNGA as part of New' Zealand's commitment to being a 
constructive member of the international community. 
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6. Allocation and scaling up of multilateral aid 

NZAID does not have a formula for a split between bilateral and multilateral funding. 
Core funding has been just above a 20% level in recent years, with drops as a result of 
increases to bilateral programmes, not declines in multilateral funding. 

In the spirit of the Monterrey Consensus and the Paris Declaration Principles, NZAID 
provides forward projections for the next three years to its multilateral partners. These are 
always subject to annual Ministerial approval and are based on a commitment to maintain- 
ing, at a minimum, current levels of funding. NZAID docs not have a scaling up plan for 
multilateral aid. When there is an increase in the allocation agreed for multilateral funding 
this is targeted first to the top ten partners, followed by the middle level partners. NZAID 
has increased its funding to all core partners over the past four years. 


Notes 


1. Notable are the University of the South Pacific and the Secretarial of the Pacific Community, 
which although funded by NZAID they are not covered by NZAID’s multilateral engagement 
strategy. 

2. New Zealand Agency for International Development. NZAID Multilateral Engagement 
Strategy 2005-2010. Wellington, http://www.nzaid.govt.nz/library/docs/nzaid-mcs-0510.pdf 

3. In NZAID 's terminology, multilateral aid also refers to engagement with certain international 
voluntary agencies such as ICRC. These contributions are not. however, recorded as multilateral 
aid in DAC statistics but as contributions to NGOs under bilateral ODA. 
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Norway 


1. Multilateral aid at a glance 

In 2006. Norway contributed 26% of its gross ODA and ODA net of debt relief in core 
contributions to multilateral organisations, placing it just below the 2004-06 DAC average 
of 29% net of debt relief (three-year DAC average of 19% excluding the EC). Multilateral 
aid increased slightly in the past ten years, from USD 667 million in 1997 to USD 769 mil- 
lion in 2006. However, bilateral aid has grown at a higher rate, meaning the multilateral 
share of gross ODA has decreased from 30% to 26% of total gross ODA over this period. 
However, it is important to bear in mind that Norway is the only country among DAC 
members that cancels bilateral debt of developing countries without reporting it as ODA. 


Figure 1. Norway’s gross ODA 1997-2006 



1997 1999 2001 2003 2005 

Mul. Bi. — — ■■■■ excl- debt relief 


Table 1. Multilateral share of total ODA 


Year 

Multilateral as 
share of gross 
ODA (%) 

Multilateral as 
share of gross ODA excl. 
debt relief (%) 

1997 

30 

31 

1998 

28 

29 

1999 

26 

27 

2000 

26 

26 

2001 

30 

31 

2002 

32 

33 

2003 

28 

29 

2004 

30 

30 

2005 

27 

27 

2006 

26 

26 


Source: DAC Aggregate Statistics 


In 2004-06. the UN system was by far Norway's largest recipient of multilateral aid. 
accounting for 63% of multilateral ODA (17% of total ODA). In 2004-06, UNICEF and 
UNDP were Norway’s largest UN recipients, accounting for 28% and 24% of all UN core 
contributions rcspcctiveh'. The World Bank accounted for 20% (6% of total ODA) of total 
multilateral ODA, of which 80% was allocated to IDA. The regional development banks 
accounted for 12% of multilateral ODA. of which more than half was channelled through 
the AfDB. 
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Figure 2. Major recipients of Norway’s multilateral ODA (core contributions) 

(ODA Ihree-year average 2004-2006. constant 2006 USD million) 



Table 2. Norway’s core contributions to multilateral agencies and 
aid channelled through multilaterals 

Commitments (excluding debt relief) in 2006. millions of USD 



Core 

Contributions 

Biiaterai aid 
channeiied via 
aqencv 

Totai Use of 
Muitiiaterais 

Core as share of 
totai use of 
Muitiiaterais (%) 

United Nations 

483 

620 

1,102 

44 

of which: UNDP 

108 

98 

206 

52 

UNICEF 

131 

131 

262 

50 

UNFPA 

41 

4 

45 

91 

UNHCR 

27 

2 

29 

92 

WFP 

32 

72 

104 

31 

UNRWA 

16 

10 

26 

60 

WHO* 

36 

114 

150 

24 

Worid Bank Group 

136 

144 

279 

49 

IMF 

- 

1 

1 

- 

Reg. Dev. Banks 

87 

9 

96 

91 

Other Muitiiaterais 

63 

49 

112 

56 

Totai 

769 

822 

1,591 

48 


Source: DAC Aggregate Statistics and Creditor Reporting System 


2. Total use of the multilateral system 

Norway’s core contributions (commitments) to the UN amounted to USD 483 million 
in 2006, but these represented only 44% of Norway’s total aid to and through the UN that 
year. Another USD 620 million was allocated through the UN for specific projects and 
programmes. Non-core funds for the World Bank were also significant, accounting for 
more than half of the total use of the World Bank group in 2006. In aggregate. Norway’s 
core contributions only accounted for 48% of the total use of the multilateral system. In 
contrast to a relatively stable Norwegian share of core multilateral funding out of total 
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ODA (see Table 1), the share of non-core funding has been increasing in the recent years * 
In terms of both core and non-core funding, Norway channelled some 50% of its aid to and 
through the multilateral system in 2006. 

3. Multilateral Strategy 

Norway has no single strategy document for its overall policy and engagement with 
multilaterals. However, in Norway's White Paper Fighting Poverty Together^ a Section on 
multilateral organisations is included. The Norwegian government stresses that the UN 
system and the development banks are vital channels for efforts to achieve the MDGs. 
Norway finds that the multilaterals have advantages that exceed transfers and resources 
due to their role at both the national and global level in setting the development principles 
and standards and providing advisory services and technical assistance. The government 
emphasises that the allocation of multilateral resources is based on the way the multi- 
lateral organisations arc supporting the MDGs within the framework of their mandates. 
Importance will be attached to their effectiveness but also to the degree to which the 
organisation is promoting donor harmonisation and rationalisation. 

Norway's overall commitment towards the UN is strong. It considers the specialised 
UN agencies and programmes to be important instruments for promoting economic and 
social development in the poorest countries. Since the 1990s, the government has been 
working to promote a more effective UN in three areas: (a) more coherent and integrated 
activities at country level: (b) better management and policy development at central level: 
and (c) more stable and predictable flows of funds. Norway stresses that excessive earmark- 
ing is detrimental and often hampers the effectiveness of individual agencies. Therefore, 
the government has increasingly begun to channel its non-core contributions through a 
joint pool with other donors. This applies, for example, to the UNDP. UNICEF and WHO. 
which are the top-three UN agencies receiving Norwegian multi-bilateral funding. Norway 
decided in 2005 to make multi-year indicative pledges to key UN funds and programmes. 
Multi-year financing has been offered on the condition that the agencies remain commit- 
ted to making progress on issues to which there is broad international consensus. These 
issues include: achievement of the MDGs, individual and collective commitment to UN 
reform, human rights, gender, and performance or results-based management. The multi- 
year pledges are subject to annual approval of the Norwegian parliament. They are further 
contingent on the organisations ability' to make progress in the priority areas and on imple- 
mentation of the organisation's strategic plan. 

Norwa\- also prioritises its work with the multilateral financial institutions in combat- 
ing poverty. The MDBs, and particularh' the World Bank, are seen as "knowledge banks” 
which provide extensive advisory and analytical services. The regional development banks 
are seen to incorporate a positive element of ownership. The government is working to 
strengthen the IFIs* role as development institutions with a focus of poverty reduction 
in practice, and advocates for an intensified interplay between the Bank's activities and 
bilateral assistance. A Norwegian prioritisation is also for the IFIs to make greater efforts 


* The Norwegian Ministry of Foreign Affairs (2007), Norwegian Development Assistance in 
2008 - Priority Areas, Oslo, http://www.regjeringen.no/en/dep/ud/selected-topics/Development- 
coopcration/norwegian-development-assistance-m-2008.html?id=493308. 

t The Norwegian Ministry of Foreign Affairs (2004), “Fighting Poverty Together" -A Comprehensive 
Development Policy^ Oslo, http://www.rcgjeringen.no/upload/kildc/ud/stp/20032004/0003/ddd/pdts/ 
stp200320040003ud_dddpdts.pdf 
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in relation to harmonisation and distribution of roles at the country level. Norway is chan- 
nelling earmarked funds to the Banks in order to influence and develop their policies and 
operations, and to encourage them to try out innovative and more effective approaches. 
These non-core contributions are seen as important in strengthening the partnership and 
the dialogue between Norway and the management and staff in the institutions. A general 
priority as regards to the multilateral organisations is for them to coordinate, both between 
the various UN agencies but also between the UN and the IFIs. 

4. Management of multilateral aid 

The Norwegian Ministry of Foreign Affairs is the central player in managing Norway’s 
multilateral aid and cooperation. The Department for UN. Peace and Humanitarian Affairs 
carries the overall responsibility for the multilateral policy and implementation, including 
both the UN-system and the IFIs. However, The Norwegian Agency for Development 
Cooperation (Norad) - a directorate under the Ministry of Foreign Affairs - also has a 
role as a technical adviser on aid programmes and projects funded through the multilateral 
organisations. An example of cooperation between Norwegian ministries is Ministry of 
Foreign Affairs’ active cooperation with the Ministry of the Environment on planning 
and implementation of activities under the deforestation initiative, an initiative accounting 
for USD 220 million of the Government's annual budget proposal for 2009, with the 
objective of being to raise the annual level to the double this amount. While the Ministry 
of Environment is the policy lead of the deforestation programme, a project group has been 
set up, with staff from both ministries represented. The deforestation initiative is further 
anchored up with an interministerial coordination group. The financing of the deforestation 
initiative (exclusively ODA) rests with the Ministry of Foreign Affairs, adding to the need 
for seamless coordination with the Ministry of Environment. In contrast to many other 
DAC members, the Ministry of Finance in Norw ay only has a minor role in multilateral 
cooperation, since its responsibilities are limited to IMF affairs only. 

5. Multilateral recommendations in DAC Peer Review and by national audit 
office 

In the latest Peer Review of Norway (2008), the DAC commended Norway for being 
a strong supporter of multilateral organisations, as well as being at the forefront of 
efforts to reform and increase the effectiveness and efficiency of the UN. The DAC also 
recommended Norway develop an overall strategy to guide multilateral spending. 

The National Audit Office will complete a broad-based review of Norwegian develop- 
ment assistance, including multilateral assistance channelled through the UN. in 2009. 

6. Allocation and scaling up of multilateral aid 

Norway does not follow any specific allocation formula to determine bilateral and 
multilateral assistance. Currently there are no Norwegian plans to scale the multilateral 
share of ODA up further. However, the 2005-initiative on pledges to key UN agencies has 
a multi-year construction (see Section 3 above). 
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Portugal 


1. Multilateral aid at a glance 

In 2006. Portugal contributed 46% of its gross ODA and ODA net of debt relief in 
core contributions to multilateral organisations, compared to the 2004-06 DAC average 
of 29% net of debt relief (excluding contributions to the EC, the multilateral shai'e was 
15% compared to the three-year DAC average of 19%). Multilateral aid has increased by 
USD 58 million in absolute terms in the past ten years, from USD 127 million in 1997 to 
USD 185 million in 2006. Over this period, the multilateral share of total ODA fluctuated, 
with a low of 15% in 2004. Debt relief accounted for major peaks in ODA during this period, 
while the multilateral share of gross ODA net of debt relief reached its peak of 55% in 1997. 


Figure 1. Portugal’s gross ODA 1997-2006 


Table 1. Multilateral share of total ODA 



Source: DAC Aggregate Statistics 


In 2004-06. the EC was by far the largest multilateral recipient, accounting for 73% of 
multilateral ODA (20% of total ODA). The regional development banks accounted for 10% 
of mullilateral assistance (3% of total ODA), of which more than half went to the AfDB. 
The World Bank amounted for 8% of multilateral ODA (2% of total ODA). Compared to 
others, the Portuguese contributions to the UN system were low, accounting for 6% of 
multilateral aid. 
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Figure 2. Major recipients of Portugal’s multilateral ODA (core contributions) 

(ODA Ihree-year average 2004-2006. conslanl 2006 USD millions) 



Source: DAC Aggregate Statistics 


2. Total use of the multilateral system 

Table 2 shows data on the channel of delivery for Portugal. Portugal’s core contribu- 
tions to the UN amounted to USD 10 million in 2006. but these represented only 37% of 
Portugal's total aid routed through the UN that year. Another USD 17 million was allocated 
to and through the UN for specific projects and programmes. Of the earmarked funding 
to the UN system, the UN Administered Funds' accounted for a major share. However, 
earmarked funding to the rest of the multilateral organisations was relatively low, and core 
contributions made up 90% of the total use of multilatcrals. In tenns of both core and non- 
core funding, Portugal channelled some 51% of its aid commitments to and through the 
multilateral system in 2006. 


Table 2. Portugal’s core contributions to multilateral agencies and 
aid channelled through multilaterals 
Commitments (excluding debt relieO in 2006. millions of USD 



Core 

Contributions 

Bilateral aid 
channelled via 
agency 

Total Use of 
Multilaterals 

Core as share of 
total use of 
Multilaterals (%) 

United Nations 

10 

17 

27 

37 

of vAiich: UN adm. funds 


14 



UNDP 

2 

0 

3 

94 

UNICEF 


0 

0 


UNHCR 


1 

1 


ILO 

0 

1 

1 

16 

EC 

124 

2 

126 

99 

World Bank Group 

14 

0 

14 

99 

Reg. Dev. Banks 

30 


30 

100 

Other Multilaterals 

6 

2 

8 

75 

Total 

185 

21 

206 

90 


Source: DAC Aggregate Statistics and Creditor Reporting System 
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3. Multilateral Strategy 

Portugal is currently developing a strategy document for its overall policy and engage- 
ment with multilaterals bearing in mind the DAC Peer Review (2006) and the 2005 
document A strategic vision for Portuguese cooperation. The 2005 strategy advocated 
the importance of Portugal’s involvement in the major international discussions aiming to 
advance the strategic interest of Portuguese foreign policy and to contribute to the elabora- 
tion of international strategies. Taking these principles into consideration together with the 
MDGs, the main orientations of Portuguese participation in the multilateral arena are: (a) the 
focus on Africa and in particular in LDCs and fragile states; (b) support to the stabilisation 
and transition to development; (c) alignment and harmonisation between the international 
and national strategies aiming to achieve the MDGs; and (d) strengthening the Portuguese- 
speaking countries' positions within the international community. Multilateral agencies are 
supported to the extent that they address the priorities in Portugal’s strategy for develop- 
ment cooperation and other allocation criteria are decided upon on a day-to-day basis.- In 
this sense, the important multilateral organisations to Portugal are: the EC, the Community' 
of the Portuguese-Speaking Countries (CPLP), the UN system, OECD, the International 
Financial Institutions (IFI). the Ibero-American Summit and Regional Organisations. 

As an EU member-state. Portugal is actively involved in the definition of the EC 
development cooperation policy to ACP (African. Caribbean and Pacific) countries and to 
the Latin American countries. The follow ing development issues are of specific Portuguese 
interest in the EU: 

• Reinforcement of EU-Afriea dialogue which was a priority of the three EU Presi- 
dencies (Germany, Portugal and Slovenia), including a significant deepening of the 
relation between the two regions; 

• Policy coherence: issues such as migration, climate change, security and develop- 
ment; and 

• Fragile situations: the need for EU develop a response to situations of fragility, 
being more coherent in using all tools and mechanisms, and combining political, 
diplomatic, development, security and humanitarian instruments. 

In the context of CPLP. the objective is to be more deeply involved in this community 
particularly through a new approach - the multi-bi approach. This method of work is 
one of the main orientations of the 2005 Strategy, which should be followed in different 
international organisations, and is referred to as “o question of finding ways to enhance 
bilateral development cooperation, by pursuing it in partnership with multilateral efforts, 
while simtdtaneously ensuring that bilateral efforts are directed, in a coordinated manner, 
so as to converge with other partners ' interventions”.^ Portugal sees the CPLP as an 
important area for development cooperation, using the common language as an engine for 
the intervention, involving three or more countries. The Portuguese participation in CPLP 
corresponds to the three goals of the Community: the Portuguese language, development 
cooperation, and diplomatic and political concertation. 

In the context of UN system, Portugal has been participating in the major international 
debates (conferences, summits and meetings such as the ECOSOC and General Assembly) 
and has been w'orking closely with some UN agencies. The main UN partners of Portugal, 
in terms of development, have been UNDP, UNFICR, UNFPA and UNICEF. These 
agencies will continue to be Portugal’s preferred partners. 
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The main objectives regarding the IFIs are to influence the adaptation of policies and 
programmes favourable to the interests and strategies of Portuguese foreign policy and 
ensure Portuguese representation in the institutions at both decision and staff levels; and 
procurement. 

4. Management of mnitilateral aid 

Responsibility for multilateral assistance is spread among different actors in Portugal. 
The Portuguese Institute for Development Assistance (IPAD), however, carries the main 
responsibility for defining multilateral policies, coordinating and implementing Portuguese 
multilateral programmes. IPAD promotes this cooperation through the Inter-ministerial 
Commission for Cooperation (CIC). CIC is a consultative forum that supports the govern- 
ment in development cooperation policies, under IPAD's supervision. The CIC’s mission 
is to manage the planning and execution of the development cooperation policy acting in 
articulation with the other ministries and the publie and private bodies concerned. 

The Ministry of Finance carries dialogue with the IFIs. namely the World Bank. AfDB, 
AsDB and IDB. However, the Ministry of Finance and IPAD work very close at this level. 
The Ministry of Finance is also responsible for specific subjects on development w ith IMF 
and developing studies and analyses about multilateral themes in debate within the IFIs. 

5. Multilateral recommendations in the DAC Peer Review 

In the latest Peer Review of Portugal (2006), the DAC raised some spccifie recommen- 
dations on the multilateral aid channel, including encouraging Portugal to give considera- 
tion to formulating a multilateral strategy on the basis of specific allocation criteria. As 
seen above Portugal has recently developed a multilateral strategy and thereby followed up 
on the DAC’s recommendation. 

6. Allocation and scaling up of multilateral aid 

Portugal docs not allocate aid by a specific formula. In its scaling up process to reach 
the EU goal of 0.51% ODA/GNI by 2010 it has no specific plan for multilaterals. 


Notes 


1. Of these funds 79% was allocated to UN's Integrated Mission in Timor-Leste. 

2. OECD (2006), DAC Peer Review on Portugal. Paris, page 23-26. http://www.oecd.org/docu 
ment/26/0.3343.en_2649_34603_36563418_l_l_l_1.00.html. 

3. 2005. A Strategic Vision for Portuguese Development Cooperation. Portugal, page 32, http:// 
www.portugal.gov.pt/NR/rdonlyres/205FA259-9FE6-4F32-A251-503634301171/0/Estrategia_ 
Cooperacao.pdf 
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Spain 


1. Multilateral aid at a glance 

In 2006. Spain contributed 41% of its total gross ODA in core contributions to multi- 
lateral organisations, placing it above the 2004-06 DAC average of 24%. Net of debt relief. 
Spain’s multilateral assistance accounted for 48% of ODA in 2006, a much larger share 
than the three-year DAC average of 29% (excluding contributions to the EC, the multilat- 
eral share was 24% compared to the three-year DAC average of 19%). Spain's multilateral 
aid increased by USD 1 billion in the past ten years, from USD 720 million in 1997 to 
USD 1.7 billion in 2006. Debt relief has accounted for a sizeable share of Spain’s total ODA 
especially in the last few years. 


Figure 1. Spain’s gross ODA 1997-2006 


Table 1 Multilateral share of total ODA 



Source: DAC Aggregate Statistics 


In 2004-06. the EC was Spain’s largest multilateral aid recipient, accounting for 58% 
of multilateral ODA (22% of total ODA). Contributions to the World Bank made up 15% 
of the multilateral budget (6% of total ODA). The regional development banks and the 
UN-system each accounted for 10% of multilateral ODA (4% of total ODA). Between 2005 
and 2006. core funding to the UN system increased from USD 50 to 286 million, as Spain 
placed deliberate emphasis on multilateral aid, especially UN agencies and programmes. 
This trend of increased funding to the UN and other multilateral agencies continued in 
2007. in line with the increase in Spain's overall ODA budget. 
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Figure 2. Major recipients of Spain’s multilateral ODA (core contributions) 

(ODA Ihree-year average 2004-2006. conslanl 2006 USD millions) 



Source: DAC Aggregate Statistics 


2. Total use of the multilateral system 

At present, Spain does not report on the channel of delivery, so DAC statistics do not 
currently include data on its full use the multilateral system. For this exercise, the Ministry 
of Foreign Affairs and Cooperation of Spain contributed aggregate data on non-core 
contributions in 2006. According to this, non-core funding to the UN system amounted to 
USD 94 million in 2006, Therefore. Spain makes more use of the UN system than Figure 2 
would suggest. In total. Spain's core contributions accounted for 92% of its total use of the 
multilatcrals. In terms of both core and non-core funding. Spain channelled 52% to and 
through the multilateral system. 


Table 2. Spain’s core contributions to multilateral agencies and 
aid channelled through multilaterals 

Commitments (excluding debt relieO in 2006. millions of USD 



Core Contributions 

Bilateral aid 
channelled via 
aqencv 

Total Use of 
Multilaterals 

Core as share of total 
use of Multilaterals (%) 

United Nations 


286 

94 

380 

75 

o1 which: 

UNDP 

58 

13 

71 

82 


UNICEF 

26 

21 

47 

56 


UNHCR 

18 

8 

26 

69 


WHO 

18 

4 

22 

81 

EC 


852 

1 

853 

100 

World Bank Group 


229 

13 

242 

95 

Reg. Dev. Banks 


139 

1 

140 

99 

Other Multilaterals 


215 

38 

253 

85 

Total 

1,722 

147 

1,869 

92 


Source: DAC Statistics supplemented by figures on '^channel via agency” from the Ministry of Foreign Affairs 
and Cooperation of Spain. Figures on non-core funds were given in Euros and the Secretariat has converted 
these to USD. 
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3. Multilateral Strategy 

Spain is finalising its Strategy on Multilateral Development Cooperation, which defines 
the mechanisms for collaboration with international bodies through development policies. 
The Strategy was elaborated through a consultative process with all relevant stakeholders, 
endorsed and approved by the Cooperation Council and launched in July 2008. The Strategy 
states that Spanish multilateralism will be active, selective and strategic and will seek, 
within the framework of the EU and other international organisations, to achieve a more 
favourable integration of developing countries into the global economy.' 

In its Multilateral Strategy, the Spanish government emphasises that Spain's multilat- 
eral development policy is an essential element of its overall development policy, of which 
the overarching objective is to support the international community’s efforts to achieve the 
MDGs. Consequently, Spain intends to increase its participation in international develop- 
ment initiatives and in drafting of development and cooperation rules at the multilateral 
level. To achieve this. Spain acknowledges that it must increase its contributions to multi- 
lateral organisations to bring them more in line with its economic status - a process which, 
as reflected in the ODA figures (see Section 1). has already begun. The Strategy’ sets out the 
key objectives, principles, selection criteria, strategic lines, priority actions and instruments, 
and mechanisms that make up Spain's policy in the multilateral development setting. The 
table below summarises the objectives and strategic lines developed in the Strategy, which 
are already guiding Spain's policy and the allocation of resources for multilateral develop- 
ment organisations. 


Short introduction to Spain s Strategy for Multilateral Cooperation: Objectives and Strategic Lines 


Key Objectives 

Strategic Lines 

1. To strengthen the multilateral system so as to transform 
it into a more democratic and effective mechanism 
for the generation and distribution of development 
opportunities. 

1.1 To improve the development content of the policies and actions of Multilateral 
Organisations. 

1.2. To contribute to a more appropriate specialisation of multilateral organisations, 
and to promote coordination among them and with the rest of international 
stakeholders, specially the EU. 

1.3. To improve the efficiency and efficacy of the operations of multilateral 
organisations. 

2. To increase Spain’s multilateral commitment through 
active and effective implication in the international 
system and a broader and more balanced support to its 
institutions. 

2.1. To increase Spain’s profile in the multilateral organisations, by raising its 
financial support as well as its analytical activities and policy proposals. 

2.2. To improve the level of coordination within the Spanish central administration 
and with the rest of Spanish stakeholders, in terms of the country’s positions 
for the multilateral organisations. 

2.3. To improve the complementarity and synergies between Spain’s bilateral and 
multilateral cooperation. 

3. To foster the instruments of democratic governance in 
the international arena, in order to face the challenges 
arising from the current process of globalisation. 

3.1. To improve the levels of representation, transparency and accountability of the 
multilateral organisations. 

3.2. To improve the transparency and accountability of Spain’s multilateral policy 
and actions. 

3.3. To promote and facilitate global responses to global problems based on 
collaboration and consensus. 


Source: Spain's Ministry of Foreign Affairs and Cooperation. 
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Key Selection Criteria for multilateral organisations: 

• Contribution to improved governance of the international development aid system 
and to the provision of global and regional public goods, 

• Complementarity between multilateral organisations and Spanish Cooperation, 

• Relevance in terms of resource mobilisation and development financing, and 

• Quality, efficacy and efficiency of the programmes and activities of the various 
multilateral organisations, including capacity to evaluate them and act upon their 
recommendations. 

Spain believes the UN-system plays a vital role in helping countries fulfil the MDGs, 
particularly given its expertise in the drafting and application of development programmes. 
The UN bodies can offer Spain a high degree of technical specialisation and added value in 
dealing with global problems, including conflicts, natural disasters, pandemics and threats 
to the environment.- Spain stresses the need for the UN to function much more effectively 
and to be more coordinated, particularly among the field UN agencies. In this sense, 
Spain is fully committed to the UN Reform in particular through advancing firmly in the 
implementation of the “Delivering as One" approach. The Spain-UNDP MDG Fund is a 
clear model of the improved coordination and collaboration Spain wishes to see among UN 
Agencies. On top of that, making more strategic and coordinated contributions to achieve 
the MDGs has been the underlying rationale for the large increase in Spanish funds for 
non-financial institutions such as the UN. 

Traditionally, the EC has been the largest recipient of Spain's multilateral aid, prima- 
rily channelled through the EDF and Community Budget. Spain considers the EU to be 
the appropriate framew'ork for advancing and improving the coherence between the vari- 
ous policies affecting developing countries as stated in the EU Development Consensus. 
Spanish priorities in the EC sphere include full implementation of the EU Code of Conduct, 
which entails advancing in delegated cooperation and better harmonisation and coordina- 
tion among Member States and Commission's aid. Furthermore, Spain supports the imple- 
mentation of the EU Aid for Trade Strategy. 

With regard to the IFIs, Spain is an active member of those considered to be the key 
actors in the international aid architecture. Spain seeks to increase its participation in and 
commitment to these institutions, through the following instruments: capital increases, 
soft-loan windows, entry into new institutions, constitution of consultancy funds, and 
enhancements of the involvement in governing bodies and high-level posts.’ Spain consid- 
ers IFIs as key institutions neeessary to promote private sector development and shared 
economic growTh in low-income countries, and new and innovative financial products to 
middle-income countries. In addition. Spain w'ill work closely with IFIs in the effective 
design and delivery of global and regional public goods, through global funds, in fields like 
transmittable diseases, and global warming. 

Finally, Spain has increased its involvement in regional multilateral bodies, particu- 
larly in Latin America and more recently in Africa. It finds that these regional bodies have 
increasingly taken up more responsibilities and competences for promoting economic inte- 
gration and providing regional public goods. Spain has a tradition of w'orking with Latin 
American regional organisations, and more recently has stepped up its cooperation with 
African ones, such as NEPAD, ECOWAS and the African Union. 
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4. Management of multilateral aid 

The responsibilities and administrative setup for multilateral aid in Spain is mainh’ 
divided between two departments within the central administration, the Ministrv' for 
Foreign Affairs and Cooperation and the Ministrv' of Economy and Finance. Within the 
Ministry of Foreign Affairs and Cooperation (M AEC), the State Secretariat for International 
Cooperation in close cooperation with the Spanish Agency for International Development 
Cooperation (AECID), defines Spain’s UN policies and promotes its role within the 
UN-system. The multilateral responsibilities of the Ministry of Economy and Finance deal 
with the International Financial Institutions. Increasingly. MAEC is funding programmes 
and initiatives led or managed by regional development banks, which is done in full coordi- 
nation and agreement w ith Ministry of Finance. 

Since 2006 two coordinating bodies were created, headed by the Directorate General 
for Planning and Evaluation of Development Policies in the Ministry of Foreign Affairs 
and Cooperation, w ith the objective of sharing information and coordinating multilateral 
actions and initiatives. The first of those is an intra-ministry working group w ithin MAEC, 
which includes representatives from AECID and the regional departments with compe- 
tences over developing countries. The second is a more formal Multilateral Committee 
that includes representatives from all ministries that work with multilateral development 
agencies, whose objective is to ensure full policy coherence towards those organisms 
and coordination of multilateral budgets. Finally, under the ongoing restructuring of the 
AECID, a new Sectoral and Multilateral Directorate General has been created, thus greatly 
strengthening Spain's capacities to plan, monitor and follow up its multilateral policy. 

5. Multilateral recommendations in the DAC Peer Review 

In the latest Peer Review of Spain (2007), the DAC stressed that Spain’s multilateral 
strategy should be finalised as soon as possible, given the rapid rise in its multilateral aid 
budget. As described above. Spain has addressed the DAC recommendation by finalising 
the Multilateral Strategy. 

6. Allocation and scaling up of multilateral aid 

Spain’s multilateral aid has grown substantially in the last few years and now represents 
more than half (core and non-core combined) of its total ODA. This rapid growth is 
attributed to the political commitment to engage with the multilateral system. As it scales 
up its aid further. Spain plans to roughly level off the multilateral share as it stands now. 
Spain is currently planning to shift to multi-annual planning with regards to core funding 
especially for the main UN Agencies it funds to increase predictability. Currently, the 
Ministry of Foreign Affairs and Cooperation is leading the preparation of the new master 
plan for Spanish Cooperation 2009-2011, which w'ill envisage that multilateral contributions 
will be more focused, concentrated and selective in terms of agencies. The master plan 
lays out principles for the negotiation of multi-year agreements with relevant agencies to 
increase predictability of funding m exchange for more accountability and results. 
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Notes 


1. Ministry of Foreign Affairs and Cooperation (2005), The Master Plan for Spanish 
cooperation (2005-2008), Madrid, http://www.aecid.es/03coop/6public_docs/2seci/2doc_ 
coop_esp/ftp/Plan_Director_Ing.pdf 

2. Ibid. The Master Plan for Spanish cooperation (2005-2008) page 87. 

3. Ibid. The Master Plan for Spanish cooperation (2005-2008) page 86. 
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Sweden 


1. Multilateral aid at a glance 

In 2006. Sweden contributed 28% of its gross ODA in core contributions to multilateral 
organisations, placing it above the 2004-06 DAC average of 24%. Net of debt relief, the 
multilateral share of Sweden's total ODA was 30%. compared to a three-year DAC average 
of 29% (excluding contributions to the EC. the multilateral share was 23% compared to the 
three-year DAC average of 19%), Even though multilateral aid has nearly doubled in abso- 
lute terms in the past ten years, from USD 600 million to USD 1.1 billion, the multilateral 
share has remained constant when excluding debt relief However, there have been varia- 
tions in its multilateral contributions during the decade, with especially large increases in 
2002 and 2005, 


Figure 1. Sweden’s gross ODA 1997-2006 


Table 1. Multilateral share of total ODA 



Year 

Multilateral as 
share of gross ODA 
i%i 

Multilateral as 
share of gross ODA excl. 
debt relief {%) 

1997 

30 

30 

1998 

34 

34 

1999 

30 

30 

2000 

31 

32 

2001 

28 

28 

2002 

37 

37 

2003 

26 

28 

2004 

24 

24 

2005 

33 

33 

2006 

28 

30 


Source: DAC Aggregate Statistics 


Historically. Sweden’s core contributions to the UN system have accounted for 30% 
to62% of multilateral ODA (11-17% of total ODA) in the last 10 years. In 2004-06, the UN 
system accounted for 45% of multilateral ODA (13% of total ODA) followed bv the EC with 
a share of 23% (7% of total ODA). Within the UN system, UNDP, UNICEF and WFP were 
its largest recipients with 24%, 12% and 10% of all UN core contributions respectively. 
Core contributions to the World Bank accounted for 12% of Sweden’s multilateral aid in 
2004-2006 and the regional development banks for 9%, of which the AfDB is its largest 
recipient. 
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Figure 2. Major recipients of Sweden’s multilateral ODA (core contributions) 

(ODA three-year average 2004-2006. constant 2006 USD million) 



2. Total use of the multilateral system 

Sweden does not report on the indiv idual channel for each agency, so it is impossible to 
measure non-core funding for each multilateral agency. However, aggregate figures show 
that Sweden channels USD 646 million through the multilatcrals to specific projects and 
programmes. Sweden’s core contributions account for 64% of its full use of the multilateral 
system, leading to the assumption that non-core funding is a commonly used financing 
instrument in Sweden. In terms of both core and non-core funding, Sweden channelled some 
45% of its aid to and through the multilateral system in 2006. According to the Ministry of 
Foreign of Affairs, the increased use of the multilateral system within recent years has mainly 
been a result of increasing multi-bi support. 

3. Multilateral Strategy 

For Sw'eden. multilateral organisations are central in achieving the MDGs, promoting 
human rights and implementing the Paris Declaration. Sweden stresses the UN to be the 
platform for the MDGs and their follow up. and the EU and the IFIs also share these central 
global objectives.' 

Sweden has developed a single multilateral strategy. Sweden's Strategy for Multilateral 
Development Cooperation'^ was launched in April 2007 and is a first step towards clearer 
and more results-oriented Swedish work and involvement in multilateral development 
cooperation. The main purpose of the strategy is to assure the quality and increase the 
effectiveness of Sw^eden’s multilateral development cooperation, with the overall objective 
to enable poor people to improve their living conditions. It also serves as normative guid- 
ance for the ministries and agencies that work with the UN, EC and the IFIs on defining 
and developing criteria for priorities, financial principles and methods for strategic influ- 
ence on multilateral work. The strategy is currently being implemented and the first review 
will be carried out in 2010. 

The strategy proposes that relevance of the organisation and its effectiveness be the 
main criteria in assessing and allocating aid through multilateral channels. Relevance 
refers to the compatibility of activities with Sw'cdish development goals and the role of the 
organisation in the international multilateral architecture. Effectiveness refers to whether 
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the organisation contributes to the relevant goals and whether activities lead to results and 
effective use of aid resources. Sweden emphasises the whole range of aid cffeetivencss 
measures highlighted in the Paris Deelaration (focus on results, evaluation, reliable 
auditing, coordination with other development actors and the private sector, respect for 
national ownership). 

Assessments based on relevanee and effectiveness will be made for Sweden's multilat- 
eral partners. These will serve as a guidanee tool for finaneing decisions in annual budget 
rounds and replenishments. Sweden will base its allocations on a simplified model of 
priority- setting, and a measure of how' relevant an organisation is found. If it is not deemed 
relevant, contributions will be reduced and possibly phased out, while if it is relevant, 
contributions can be adjusted depending on the level of effectiveness and level of progress. 
Financing should contribute to adequate and predictable funding in which non-earmarked 
contributions and long-term financing are prioritised. The strategy emphasises the risks 
of earmarked funding, including lack of focus on the core activity, unclear distribution of 
work and weakened internal systems for accountability. Contributions to vortical funds are 
made only under special circumstances, and multi-bi support only within the context of 
a country programme or activity prioritised by Sweden. Humanitarian financing should 
follow the internationally agreed principles of Good Humanitarian Donorship. 

Finally, the strategy sets out needs for new instruments and working methods in 
Sw'cdcn's multilateral development cooperation. Among these arc: (a) the development of an 
assessment template; (b) the design of organisation-specific strategies for the most important 
institutions; (c) a review of the division of labour between Ministry of Foreign Affairs and 
Sida with regards multilateral eooperation; and (d) a review' of statistics and reporting on 
multilateral aid. 

4. Management of mnitilateral aid 

The key actors w'ithin the Swedish development cooperation system include the 
Ministry' of Foreign Affairs and the Sw'edish International Development Cooperation 
Agency (Sida - bilateral implementation). The Ministry of Foreign Affairs has the overall 
responsibility for policymaking and actual implementation of multilateral assistance, while 
other ministries and or Sida play a supporting role. However, primary responsibility for the 
specialised agencies of the UN lies within the relevant ministries. The Ministry' of Finance 
shares responsibility with the Ministry' of Foreign Affairs for the World Bank, and has 
primary responsibility for the IMF, EBRD and debt issues. 

The Ministry of Foreign Affairs is the main responsible institution for the imple- 
mentation of the multilateral strategy'. The Ministry of Foreign Affairs consults with the 
specialised agencies and missions to UN and EU where relevant. Although Sida’s role in 
multilateral development cooperation has increased in recent years due to increasing multi- 
bi contributions, the focus on interfaces and possible synergies between bilateral and multi- 
lateral assistance, as stressed in the multilateral strategy, require even stronger collaboration 
betw'een the Ministry of Foreign Affairs and Sida. To clarify the division of responsibility' 
and achieve a more rational management of resources, the strategy stresses the urgency 
of a special review of the division of labour between the Ministry of Foreign Affairs and 
Sida (see above). The conclusions from the Management’s report from 2005' indicate that 
the Ministry' of Foreign Affairs should concentrate on overall strategic issues and Sida on 
operational issues. 
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5. Multilateral recommendations in DAC Peer Review and by the Committee 
on Foreign Affairs 

In the latest Peer Review of Sweden (2005). the DAC raised one speeifie reeoinmen- 
dation on the multilateral aid channel and suggested that the Ministry of Foreign Affairs 
develop a clear multilateral strategy and appropriate performance based traeking system to 
form the basis of its engagement with the multilateral organisations. 

In addition, national institutions such as the Committee on Foreign Affairs' and the 
Sw'cdish Agency for Public Management pointed to deficiencies in the management of mul- 
tilateral assistance in 2005. They made specific recommendations relating to an improved 
strategic action, emphasis on results, reporting and evaluation functions and clarifying the 
role among different actors. 

In launching its multilateral strategy last year. Sweden followed up on the DAC rec- 
ommendation to develop a general multilateral strategy. The strategy is a first step, and 
covers many important issues, principles and instruments to ensure good quality and the 
effectiveness of Sweden's multilateral development cooperation. Flowever. for the strategy 
to be useful as a political tool in allocation processes, it will have to rely on assessments of 
organisation-specific strategies and clear division of labour among the different actors. The 
review in 2010 will be the first stocktaking exercise. 

6. Allocation and scaling up of multilateral aid 

Sw'eden has no fixed allocation formula to decide between bilateral and multilateral 
assistance, but traditionally it is a large multilateral contributor. Sweden plans to remain an 
important player in the multilateral field but has no specific plans to scale up. 


Notes 


1. Ministry of Foreign Affairs Sweden (2007), Strategy for Multilateral Development 
Cooperation. Stockholm. http://www.regeringen.Se/content/l/c6/08/38/43/4a7cef2b.pdf. 

2. http;//www.sweden.gov.se/sb/d/3102/a/81853. 

3. Ibid. Strategy for Multilateral Development Cooperation. 

4. Riksdagstryckeriet (2006), Utrikesutskottets uppfbljning av det multilaterala utvecklingssamarbetet. 
Stockholm, http://www.riksdagen.se/upload/Dokument/utskotteunamnd/200506/UU/RFR6_0506. 
pdf 

5. The Swedish Agency for Public Management. Management of Swedish International Development 
Cooperation Stockholm. http://www.statskontorct,se/upload/Publikationcr/2005/200531_ 
englishabstract.pdf 
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Switzerland 


1. Multilateral aid at a glance 

In 2006, Switzerland contributed 24% of its gross ODA in core contributions to multilat- 
eral organisations, in line w'ith the 2004-06 DAC average. Net of debt relief, the multilateral 
share of Switzerland’s total ODA was 25%. compared to the three-year DAC average of 29% 
(three-year DAC average of 19% excluding the EC). Multilateral aid decreased in absolute 
terms in the past ten years, from USD 414 million in 1997 to USD 392 million in 2006, but 
bilateral aid has increased. Consequently, the share of multilateral aid has decreased over the 
last decade, and reached a low of 18% in 2002.' 


Figure 1. Switzerland’s gross ODA 1997-2006 Table 1, Multilateral share of total ODA 


Year 

Multilateral as 
share of gross 
ODA (%) 

Multilateral as 
share of gross ODA excl. 
debt relief (%) 

1997 

36 

37 

1998 

30 

30 

1999 

26 

26 

2000 

29 

30 

2001 

29 

29 

2002 

18 

19 

2003 

27 

28 

2004 

23 

23 

2005 

21 

24 

2006 

24 

25 



Source: DAC Aggregate Statistics 


In 2004-06. the World Bank was Switzerland’s largest recipient, accounting for 40% 
of multilateral ODA (9% of total ODA). of which all was channelled through the IDA. 
The UN-system accounted for 32% of Swiss multilateral aid (7% of total ODA) and core 
contributions to the regional banks amounted to 14% of multilateral aid (3% of total ODA), 
of which 90% went to the AfDB. In 2004-06, UNDP. UNICEF and UNRWA were the 
top-three UN recipients, accounting for 34%, 12% and 8% of all UN core contributions 
respectively. 
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Figure 2. Major recipients of Switzerland’s multilateral ODA (core contributions) 

(ODA three-year average 2004-2006. constant 2006 USD million) 



Source: DAC Aggregate Statistics 


2. Total use of the multilateral system 

Switzerland's core contributions (commitments) to the UN amounted to USD 144 mil- 
lion in 2006: these represented 57% of Switzerland’s total aid to and through the UN that 
year. Another USD 109 million was allocated to the UN for specific projects and pro- 
grammes. From data available on Swiss non-core funding, core contributions made up 77% 
of the total use of multilaterals. In terms of both core and non-core funding. Switzerland 
channelled some 46% of its aid to and through the multilateral system in 2006. 


Table 2. Switzerland’s core contributions to multilateral agencies and 
aid channelled through multilaterals 

Commitments (excluding debt relieO in 2006. millions of USD 



Core 

Contributions 

Bilateral aid 
channelled via 
agency 

Total Use of 
Multilaterals 

Core as share of total 
use of Multilaterals 
(%) 

United Nations 

144 

109 

253 

57 

ofv^ich: UNICEF 

29 

3 

32 

90 

UNDP 

41 

12 

53 

78 

UNFPA 

20 

1 

21 

95 

UNHCR 

9 

11 

20 

44 

WFP 

8 

41 

49 

16 

World Bank Group 

443 

45 

487 

91 

Reg. Dev. Banks 


5 

5 

0 

Other Multilaterals 

50 

29 

79 

64 

Total 

637 

187 

824 

77 


Source: DAC Aggregate Statistics and Creditor Reporting System 
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3. Multilateral Strategy 

Switzerland is one of the DAC member countries w ith a single strategy for its overall 
policy and engagement with multilaterals. In 2005. the Federal Department of Foreign 
Affairs (Swiss Agency for Development and Cooperation (SDC)) and the State Secretariat 
of Economic Affairs (SECO) approved Switzerland's Multilateral Development Cooperation 
Strategy? The strategy represents the basis for cooperation betw een the SDC and SECO for 
the purpose of exercising their multilateral der elopment cooperation mandate. 

Switzerland stresses that a functioning multilateral system lies in the interest of all coun- 
tries, and in particular small countries. In all of its multilateral activities, Switzerland is com- 
mitted to reaching the MDGs and emphasises that achieving these objectives is only possible 
through cooperation with multilateral development institutions. In its multilateral strategy, 
Switzerland defines the following cornerstones guiding its multilateral commitments: 

• The multilateral system must he strengthened: improvements in task-sharing and 
coordination within the multilateral system; concentration on areas and functions 
where they possess political legitimacy and have clear comparative advantages in 
terms of expertise and financial conditions. 

• Cooperation in the multilateral system must be results-oriented. 

• Priorities should be set: engagement is prioritised for multilateral institutions and 
programmes according to selected criteria such as focus on results and strategic 
and/or political relevance. Fligh priority is given to institutions with significant 
importance in the development financing architecture and for Swiss Foreign Policy, 
as well as a leading role in the global policy dialogue (e.g. UNDP and the World 
Bank). Lower priority is given to organisations with a regional outreach such or 
specialised UN-agencies w'ith limited strategic scope. 

• Synergies with bilateral development aid: optimise synergies between its multilateral 
and bilateral efforts. 

• New multilateral partners should be carefully selected: Switzerland aims at partici- 
pating selectively in new forms of multilateral cooperation as well as multilateral 
initiatives and programmes, which it evaluates openly, but critically. New institu- 
tions must be able to prove that they add value to the overall multilateral system. 

• Partner countries should he actively supported: Switzerland endeavours to build 
alliances with partner countries in the South and East and strengthen their presence 
in the relevant organisations. 

• With regard to Sw itzerland's monitoring of its cooperation w ith and the perform- 
ance of its multilateral partners, the strategy includes the following questions and 
guidelines to be answered in the reviews: 

• Is the involvement in multilateral development cooperation relevant, results-driven 
and transparent? 

• Do the partners exhibit clear competitive advantages, engage in dialogue and 
exhibit learning and good governance? 

• Is Switzerland’s involvement likely to exert a significant influence on the partner 
institution, create added value in terms of development impact and help promote 
other Swiss interests and/or concerns? 
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• Must Switzerland enter new territory, change its priorities, build capacities and/or 
make modifications? 

To supplement its multilateral strategy, Switzerland has developed guidelines (Institu- 
tional Strategy Papers) that include detailed objectives and priorities for cooperation with 
major multilateral partners such as the World Bank. UNDP and the regional development 
banks (see above). Switzerland is in the process of developing a monitoring instrument for 
measuring results and effectiveness of its strategic multilateral partners. 

Switzerland underscores that although the multilateral strategy is new, it was helpful 
in deciding recent allocations to IDA, the AfDB. the AsDB. and key UN funds and pro- 
grammes to which Switzerland is a contributor. In 2009, Switzerland w'ill work to further 
prioritise its support to multilateral institutions. They also stress that, while implementa- 
tion of the strategy is in principal straight forward, difficulties may occur as prioritisation 
depends on a number of judgemental decisions and developing an instrument to monitor 
implementation of the strategy is more complex than initially anticipated. 

4. Management of multilateral aid 

Within the federal administration, it is the task of the Swiss Agency for Development 
and Cooperation (SDC) and the State Secretariat of Economic Affairs (SECO) to promote 
Swiss concerns and interests in multilateral development cooperation. How'ever. this 
necessitates close cooperation and coordination with other federal departments such as the 
Federal Department of Finance and other departments concerned. The SDC, SECO and the 
Federal Finance Administration arc jointly formulating the general policy on Switzerland’s 
contributions to international development work. SDC is responsible for coordination of 
overall development cooperation. Multilateral financial aid is a shared task betw'een SDC 
and SECO. the latter being responsible for coordination. 

5. Multilateral recommendations set in DAC Peer Review 

In the latest Peer Review of Switzerland (2005). the DAC suggested that Switzerland’s 
new multilateral strategy should give consideration to support institutions on the basis of 
criteria linked to performance and impact on poverty reduction. 

As recommended. Switzerland intends to give greater weight to supporting multilateral 
institutions on the basis of criteria linked to performance and impact on poverty reduction 
and human security. The bills regarding the continuation of technical cooperation and 
financial assistance for developing countries (SDC) will be presented to parliament, as well 
as the financing of economic and trade policy measures for developing countries (SECO) 
(2009-12). Through its membership in key multilateral organisations and programmes and 
their respective executive boards, Switzerland contributes to the solution of problems of 
global concern. 

6. Allocation and scaling up of multilateral aid 

The bills regarding the continued financing of Switzerland’s development cooperation 
over the period 2009-12 was submitted to Parliament. During the ongoing debate, proposals 
have been made to cap multilateral aid as a proportion of total aid. It is currently unclear 
what final decision will be made. Earlier decisions by the Federal Council (2005) limited 
multilateral disbursements to 43% of the SDC budget. 
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Over the past few years, the proportion of multilateral contributions in total ODA has 
steadily grown. This is mainly due to significant increases in the replenishment of the 
concessional funds, such as IDA and the AfDF. Currently it is uncertain whether growth 
of multilateral aid will continue at the same pace. Multilateral institutions will be further 
prioritised in accordance with their contribution to development effectiveness. 


Notes 


1. According to Switzerland, the reason for the decrease in multilateral aid over the last decade 
is twofold: (a) irregular contributions to IDA and regional banks have affected the share 
of multilateral contributions (exceptionally high in 1997 and very low in 2002 due to the 
postponing of IDA contribution): and (b) from 2004 on, Switzerland has reported the costs 
of asylum-seekers from developing countries, which has increased the bilateral share. 

2. Agency for Development and Cooperation - SDC - and the State Secretariat of Economic 
Affairs - SECO (2005), Switzerland’s Multilateral Development Cooperation Strategy. 
Berne, http://www.deza.admin.ch/ressources/resource_en_96785.pdf 
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United Kingdom 


1. Multilateral aid at a glance 

In 2006. the UK contributed 29% of its gross ODA in core contributions to multilateral 
organisations, placing it above the 2004-06 DAC average of 24%. Net of debt relief, the 
multilateral share of UK’s ODA was 39%. compared to the three-year DAC average of 29% 
(excluding contributions to the EC, the multilateral share was 23% compared to the three- 
year DAC average of 19%). Although the UK’s multilateral share of ODA increased in 
absolute terms over the past ten years (from USD 2 billion to USD 3.8 billion) bilateral aid 
has increased more rapidly, causing the multilateral share to decrease, even when excluding 
debt relief This trend began to reverse in 2006 and will evolve further in the coming years 
since the UK has made major contributions to the IDA15 and AfDF XI replenishments, 
making it the largest single donor to both. 


Figure 1. The UK’s gross ODA 1997-2006 



1997 1999 2001 2003 2005 

Mu. Bi. rdief 


Table 1 Multilateral share of total ODA 


Year 

Multilateral as 
share of gross ODA 
{%) 

Multilateral as 
share of gross ODA excl. 
debt relief {%) 

1997 

42 

45 

1998 

41 

46 

1999 

34 

35 

2000 

39 

41 

2001 

42 

46 

2002 

29 

33 

2003 

38 

39 

2004 

31 

35 

2005 

24 

35 

2006 

29 

39 


Source: DAC Aggregate Statistics 


In 2004-06. the EC was by far the UK’s largest recipient of multilateral aid. accounting 
for 48% of multilateral ODA {13% of total ODA). of which more than two-thirds was allo- 
cated through the EC budget. The World Bank accounted for 22% of multilateral ODA (6% 
of total ODA) in 2004-06. The UK’s contributions to core funds of UN agencies accounted 
for 16% of multilateral ODA (5% of total ODA) in 2004-06. Within the UN-system. UNDP. 
UNICEF and UNHCR were its largest UN recipients, accounting for 21%, 8% and 8% in 
terms of core UN-contributions. Funds to the regional development banks accounted for 
6% of multilateral aid. of which most than two thirds were allocated to the AfDF. 
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Figure 2, Major recipients of UK’s multilateral ODA (core contributions) 

(ODA three-year average 2004-2006. constant 2006 USD million) 



2, Total use of the multilateral system 

At present the UK does not report on the channel of deliver) . However, the UK Depart- 
ment for International Development (DFID) is about to adapt its information systems to 
report on the channel of delivery. For this report, the UK has contributed provisional esti- 
mates of DFID's total programme delivered through multilateral organisations in 2006/07. 
According to DFID's provisional estimates, a total of USD 1.4 billion was channelled 
through the multilateral organisations for specific programmes and activities in 2006/07. 
Non-core funding to the UN-agencies amounted to USD 665 million, and thus the UK 
makes more use of the UN system than Figure 2 suggests. The UK also channels large 
amounts through the World Bank for specific initiatives, and to target country^ or policy 
specific issues. In total, the UK's core contributions accounted for 73% of its total use of 
the multilaterals. In terms of both core and non-core funding, the UK channelled some 54% 
of its aid to and through the multilateral system in 2006. 


Table 2. UK’s core contributions to multilateral agencies and 
aid channelled through multilaterals 

Commitments (excluding debt relief) in 2006. millions of USD 



Core 

Contributions 

Bilateral aid 
channelled via 
agency 

Total Use of 
Multllaterals 

Core as share of 
total use of 
Multllaterals {%) 

United Nations 

540 

665 

1,205 

45 

of which: UNDP 

150 

326 

476 

32 

UNICEF 

76 

121 

197 

38 

WHO 

86 

80 

167 

52 

EC 

1,565 

4 

1,569 

100 

World Bank Group 

979 

594 

1,574 

62 

Reg. Dev. Banks 

354 

35 

389 

91 

Other Multilaterals 

328 

76 

404 

81 

Total 

3,766 

1,374 

5,141 

73 


Source: DAC Statistics for calendar year 2006 supplemented by figures on “channel via agency” 
from DFID for the financial year 2006-07. Figures on non-core were given in pounds and the 
Secretariat has converted these to USD. 
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3. Multilateral Strategy 

The UK has no single strategy document of its overall policy and engagement with 
multilatcrals. However, for the main multilateral organisations DFID has developed indi- 
vidual Institutional Strategies and Performance Frameworks, which set out how DFID aims 
to contribute to achieving its White Paper' objectives with each organisation. The strategies 
serve as a framework for engagement with the agency, including its role within DFID's 
overall vision taking mandate and effectiveness into account, the objectives for partner- 
ship, a strategy for financial support, and an action plan to assess progress against identi- 
fied objectives. Institutional Strategics (ISs) aim for a partnership approach, emphasising 
joint objective setting and mutual benefit, and serve as a tool through which partnerships 
are justified, negotiated, implemented and monitored. The strategies are produced every 
3-4 years in consultation w'ith the institution itself and a range of civil society and other 
contacts. DFID holds joint ISs with other members of their constituencies for the Asian and 
African Development Banks and with other donors for a number of UN agencies.- 

Performance Frameworks fulfil a similar role, and are being agreed with UNAIDS, 
UNFPA. UNDP and WHO. Frameworks identify key targets, outcomes and indicators 
agreed between DFID and the agency concerned. The Performance Frameworks arc con- 
tained in the ISs, and do not stand alone. Some of these framew orks and other ISs are held 
jointly with other donors. 

DFID decides its multilateral allocation based on three priorities, within its broader 
strategic and political priorities: 

• To allocate funds in order to maximise impact on the MDGs; 

• To use UK influence to promote impro\ ed effectiveness of the multilateral sy stem 
as a whole and system wide coherence; and 

• To reward effective performance and promote further reform. 

These allocation criteria are consistent with, and informed by the 2006 White Paper 
objectives and IS targets and outcomes. 

4. Management of mnltilateral aid 

The administrative setup for multilateral aid is conceptually simple in the UK. The locus 
of leadership for all aspects of UK government development co-operation, both bilateral and 
multilateral, is centralised in DFID.’ The international division of DFID manages DFID's 
central relationships with multilaterals, while other divisions, including country offices, 
engage with the multilatcrals at various levels. DFID provides the majority of UK multi- 
lateral ODA. but other UK official sources also contribute to multilateral ODA. Therefore, 
while DFID is the main institution responsible for multilateral aid, it co-ordinates policies 
and works closely with other government departments who interact with multilaterals. For 
example, the UK government's IS with WHO is held joindy with the Department of Health; 
the ICRC IS is held in consultation with Foreign and Commonwealth Office (FCO) and the 
UNHCR IS is held in consultation with Home Office. 
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5. Multilateral recommendations in DAC Peer Review and by the National 
Audit Office 

In the latest Peer Review of the UK (2006). the DAC raised some specific recommen- 
dations on the multilateral aid channel. These included: (a) a need for a greater focus and 
concentration among multilaterals; and (b) the suggestion that DFID should continue to 
develop a strategic vision for funding of core or non-core multilateral budgets and take care 
to avoid the risk oi"bilaleralising” the multilaterals. 

The National Audit Office presented several comments and recommendations for 
DFID’s engagement with multilateral institutions in its report of 2005.“ Among these were: 
(a) lack of one single multilateral strategy; (b) need for a review of the multilateral port- 
folios and the breadth of organisations; and (c) public availability of the total amount of 
funding to each multilateral institution, including both core and non-core figures. 

By developing a narrative to guide its multilateral strategic work and by introducing the 
instrument on performance funding (Box 3.6 in Chapter 3) DFID is addressing some of the 
recommendations by DAC and the National Audit Office. 

6. Allocation and scaling up of multilateral aid 

DFID’s overall resource allocation process matches resources with DFID’s policy 
priorities and takes into account spending targets and allocative efficiency targets (see 
Section 3). DFID does not follow a specific formula in determining the bilateral/multilat- 
eral allocation split. 

The White Paper emphasises a strong determination to deliver on the commitments 
made in Glcncagles in 2005. The UK plans to increase its development budget to reach the 
UN target of 0.7% of GNI by 2013. The UK stresses that international organisations play 
a major role in delivering aid and that donors will need to rely more on the multilateral 
channels to distribute increased allocations. DFID publishes planned forward spending 
in the DFID Annual Report, which also includes details of DFID’s projected core funding 
to multilaterals and headline projections for non-core funding. However, these figures are 
indieative and are subjeet to change. 


Notes 


1. DFID (20061, Eliminating World Poverty: making governance work for the poor. London. 

http:/Avww.dfid. gov.uk/wp2006/default.asp. 

2 http://www.drid.gov.uk/abouldrid/dfidwork/multilateral.asp. 

3. OECD (2006), United Kingdom DAC Peer Review. Paris, http://www'.oecd.org/document/4 
3/0,3343.cn_2649_34603_36881515J_l_lJ.00.html. 

4. National Audit Orfice (2005), Engaging with Midtilaterals. London, http://www.nao.org.uk/ 
publications/DFID multilatcrals. pdf 
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United States 


1. Multilateral aid at a glance 


Two changes in the reporting of US ODA have significant impacts on the presentation of 
US multilateral aid. From 2002 onward, food aid through the World Food Programme (WFP) 
is correctly attributed to partner countries and not presented as a single multilateral contribu- 
tion. From 2004 onward, US assistance through UNHCR and other international organisations 
from the Bureau of Population. Refugees, and Migration (PRM) of the US Department of State 
IS reported as bilateral flows since the purposes and recipients of this assistance are identified 
in US records (this treatment is in compliance with reporting guidelines adopted by the DAC 
Working Party on Statistics in June 2005). 


In 2006. the United States contributed 10% of its gross ODA and ODA net of debt 
relief in core contributions to multilateral organisations, placing it below the 2004-06 DAC 
average of 29% net of debt relief (three-year DAC average of 19% excluding the EC) and 
making it the DAC donor with the lowest multilateral share. It was, nonetheless, the fifth 
largest donor of core multilateral funding in absolute terms, in contrast to its position as the 
largest bilateral donor. Multilateral aid has fallen slightly in absolute terms over the past ten 
years. In 2006, multilateral contributions amounted to USD 2.4 billion, or USD 9 million 
below its 1997-level. In contrast, bilateral assistance has grown significantly, therefore 
causing the multilateral share of total ODA to decrease 14 percentage points over the last 
decade. Within this period there have been relatively large fluctuations in the multilateral 
share with a low of 8% in 2005 and a peak of 29% in 1998. 

Figure 1. US’s gross ODA 1997-2006 Table 1 Multilateral share of total ODA 


Year 

Multilateral as 
share of gross 
ODA {%) 

Multilateral as 
share of gross ODA 
excl. debt relief (%) 

1997 

24 

26 

1998 

29 

30 

1999 

23 

23 

2000 

24 

24 

2001 

26 

26 

2002 

19 

20 

2003 

9 

11 

2004 

17 

17 

2005 

8 

10 

2006 

10 

10 
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In addition to the two changes in US ODA reporting, the decline in multilateral ODA 
shares in 2002-06 were attributed primarily to three other factors: large outlays of Eeonomic 
Support Funds directly to partner countries; utilisation of US, foreign, and indigenous enti- 
ties to meet infrastructure needs in Iraq, Afghanistan, and other partner countries that lie 
outside of the capabilities of the UN system and other international organisations; and the 
timing of calendar year subscriptions to MDBs between 2003 and 2004. The multilateral 
share of US total ODA increased significantly in 2007. 

In 2004-06. the World Bank was the largest recipient of US multilateral aid, accounting 
for 42% of multilateral ODA (5% of total ODA). of which nearly all w as channelled 
through IDA. The UN-system made up 22% of multilateral ODA (2% of ODA). Within 
the UN-system, UNICEF, UNDP, and FAO were the largest recipients in terms of core 
contributions, accounting for 20%. 18% and 11% of the total UN core funds respectively. 
In absolute terms, the US w'as the largest contributor to the UN system in 2006. In 2004- 
06. contributions to The Global Fund accounted for a relatively large share of multilateral 
ODA (15%) compared to other DAC members in 2004-06. 


Figure 2. Major recipients of US muitilaterai ODA (core contributions) 

(ODA three-year average 2004-2006, eonstant 2006 USD millions) 



2. Total use of the multilateral system 

US core contributions (commitments) to the UN amounted to USD 630 million in 2006, 
but these represented only 25% of its total aid to and through the UN that year. Another 
USD 1.9 billion was allocated through the UN for specific projects and programmes, of 
which more than half was channelled through the WFP. US eore contributions accounted 
for only 54% of its total use of the multilaterals. In terms of both core and non-core 
funding, US channelled some 18% of its aid to and through the multilateral system in 2006, 
which gives a better representation of the overall American engagement with multilateral 
organisations. 
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Table 2. US core contributions to multilateral agencies and 
aid channelled through multilaterals 

Commitments (excluding debt relieO in 2006. millions of USD 



Core 

Contributions 

Bilateral aid 
channelled via 

Total Use of 
Multilaterals 

Core as share of 
total use of 

United Nations 

630 

1,855 

2,485 

25 

of which: UNICEF 

126 

125 

250 

50 

UNHCR 


317 

317 


UNRWA 


86 

86 


WFP 


1,050 

1,050 


WHO 

67 

130 

197 

34 

World Bank Group 

828 

24 

853 

97 

Reg. Dev. Banks 

240 


240 

100 

Other Multilaterals 

687 

157 

843 

81 

Total 

2,385 

2,035 

4,421 

54 


Source: DAC Aggregate Statistics and Creditor Reporting System 


3. Multilateral Strategy 

Reducing poverty by stimulating economic growth remains the fundamental objective 
of American dc^'clopmcnt assistance.' Although the US has no single strategy document 
for its overall policy and engagement with multilaterals, its approach to dealing with 
multilateral organisations such as the MDBs and the UN-system is outlined in legislation, 
documents and speeches. The US participates in multilateral organisations to advance its 
national security and foreign policy interest and to promote its values.’ Other key reasons 
for its engagement with the multilatcrals are: (a) global solutions for global threats and 
crises; (b) to advance American values of freedom, democracy, and prosperity; (c) to set 
international standards; and (d) to leverage US resources for the greatest good.’ 

Encouraging the UN to live up to the vision of its founders, making multilateral co- 
operation more effective, and promoting good stewardship of UN resources are the three 
objectives guiding American engagement with the UN. These prineiples refleet US foreign 
policy priorities, including promoting peace and protecting the innocent, putting multi- 
lateralism at the service of democracy, freedom, and good governance, helping those in 
desperate need, advancing results-oriented development, and urging UN reform and budget 
discipline.'* 

The United States emphasises that MDBs play a central role in promoting growth 
and poverty reduction in developing countries, and are often the most effective means 
for deploying development resources. The US has a critical interest in ensuring that these 
institutions operate effectively and efficiently and have the necessary resources to fulfil 
their core missions. The MDBs are also increasingly engaged in programmes of vital 
interest to the US. including support for fragile and post-conflict states and programmes 
designed to fight corruption and improve good governance. The US has committed itself 
to encouraging the MDBs to adjust to a changing global environment by exploiting their 
unique advantages to address the challenges faced by developing countries while ensuring 
they provide maximum value for taxpayers’ resources.’ 
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4. Management of multilateral aid 

Several US agencies manage multilateral aid but the Departments of the Treasury and 
State arc primarily responsible for multilateral policy and strategy. The Department of 
the Treasury is responsible for the multilateral development institutions. The Treasury’s 
International Development Finance and Debt department, within the Office of International 
Affairs, oversees the day-to-day responsibility of development cooperation with the 
MDBS primarily through the Office of Multilateral Development Banks, the Office of 
Development Policy, and the Office of Financing Operations.® The Department of Treasury 
chairs the Working Group on Multilateral Assistance as the main forum for coordinating 
agency view's. Based on these interagency discussions, instructions are drafted by the 
Treasury and sent to the US Executive Directors specifying the points they should raise and 
the way they should vote on each MDB loan or policy proposal. Participants include rep- 
resentatives from the Treasury, State, Agriculture, and Commerce Departments, USAID, 
the Federal Reserve Board, and the Export-Import Bank. The US Congress also has a role 
in the formation of US policy by controlling the levels of appropriated funds for MDBs and 
by passing legislation specifying US "voice and vote'" within the MDBs.’ 

The Department of State has the overall responsibility of US engagement with the 
UN-system and other multilateral organisations. The Bureau of International Organisation 
Affairs (State/IO) develops and implements US policy in the UN, the UN specialised 
agencies, and other international organisations (such as the Organisation of American 
States, Pan American Flealth Organisation, Inter-American Institute for Cooperation on 
Agriculture, and the Montreal Protocol Multilateral Fund) and works to advance US inter- 
ests through multilateral diplomacy.® While implemented by State/IO, funds for voluntary 
contributions to UNICEF and other international organisations are reviewed and budgeted 
by the Office of the Director of US Foreign Assistance at the Department of State. 

Under the Migration and Refugee Assistance Act of 1962, the Department of State's 
Bureau of Population. Refugees, and Migration (PRM) provide funds to UNFICR. ICRC and 
lOM and other relevant international organisations. While most PRM staff in Washington 
and in US Embassies are responsible for maintaining relationships w ith multilateral organi- 
sations to some degree, there arc also several dedicated liaison positions with UNHCR, 
ICRC. lOM and UNRWA. 

USAID is the channel of delivery’ of US contributions to the Global Fund and UNAIDS 
which is coordinated through State's Office of the Global AIDS Coordinator under the 
President’s Emergency Plan for AIDS Relief (PEPFAR) initiative. USAID also engages 
directly with several multilateral organisations in the delivery of bilateral US aid around 
the w’orld. Through its External Liaison Officer. USAID's Office of Foreign Disaster 
Assistance provides macro or consolidated grants to multilateral organisations in the 
delivery of humanitarian assistance. In some cases, aw ards may be made by US Embassies 
or US Missions and managed by cither a Disaster Assistance Response Team or a Regional 
Advisor. The Office of Food for Peace relies heavily on WFP to distribute food to refugees 
and during emergencies to meet USAID’s famine mitigation objectives. 

Under die US Department of Health and Human Services, the Centre for Disease Control 
and the National Institutes of Health provide funds and resources to WHO and interna- 
tional organisations. 
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5. Multilateral recommendations in the DAC Peer Review 

In the latest Peer Review of the US (2006), the DAC made a recommendation regard- 
ing American multilateral aid policies, including encouraging the government to play a 
stronger financing role in the multilateral system and establishing a more consistent per- 
formance framework to handle multilateral allocations.® 

Response from US authorities on the follow up on these recommendations: "The 
United States did not agree with the recommendations. The United States continues to be 
the largest contributor to the MDBs and the UN System. US support of, and engagement 
with, multilateral organisations has continued to be strong even though other channels of 
deliveiy' have increased faster in recent years. The US policy framework for multilateral 
aid allocations remains consistent. 

The Senate Foreign Relations Committee did cite the 2006 DAC Peer Review that 
show'ed the decline in the share of multilateral funding within US development assistance 
and asked the State Department to explain this shift and the apparent preference for bilat- 
eral initiatives over of multilateral cooperation. The Department of State responded with 
the same data and explanations conveyed to the Peer Review team in October 2006 and the 
Committee w'as satisfied with the explanations." 

They also stress that there are systematic assessments of US engagement with multi- 
lateral organisations under the Program Assessment Rating Tool (PART) of the Office of 
Management and Budget (0MB). “ A PART review helps identify a programme's strengths 
and weaknesses to inform funding and management decisions aimed at making the pro- 
gramme more effective. Because the PART includes a consistent series of analytical ques- 
tions. it allows programmes to show improvements over time, and allows comparisons 
between similar programmes. 

The Congressional Research Service and the General Accounting Office investigate and 
summarise various aspects of US engagements with multilateral organisations for Congress 
and the general public to facilitate policy discussions and funding considerations. 

6. Allocation and scaling up of multilateral aid 

The United States does not divide its overall aid specifically into bilateral and multilat- 
eral allocation targets, and it does not have an overall plan for scaling up aid to and through 
multilateral organisations. US contributions to multilateral organisations w'ill continue to 
be strong and the multilateral share of US aid is expected to return to historical levels. 

US financial support of MDBs is based upon internationally-agreed commitments 
to replenish the concessional resources or increase the capital stock of the institutions. 
Authorisation requests for US participation in the replenishment, including the total 
amount of the pledge over the three or four year period, are submitted to Congress for 
approval, and each instalment is subject to annual appropriations. The scheduled instal- 
ments are included in the Administration's budget requests each year, and any shortfalls 
in appropriated amounts result in US arrears. Current MDB funding proposals before 
Congress request USD 1.5 billion for FY2008 and USD 2.1 billion for FY2009 which 
includes USD 400 million for the International Clean Technology Fund at the World Bank 
and USD 42 million to pay arrears. 

Even with static or decreased funding through 2009, the U.S will continue to be the 
principal contributor to the UN system. The United States cannot support the current pro- 
posal for a 25% increase in the UN budget since it would be not sustainable and it is not 
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politically feasible. The recent reauthorisation of PEPFAR up to USD 48 billion, however, 
will substantially increase the US contributions to The Global Fund. UNAIDS, and other 
international partners.^- The US will continue its leadership as the largest contributor to 
WFP. UNHCR. lOM, UNRWA, and other international organisations to address humani- 
tarian needs and natural disasters. 


Notes 

1. USAID (2002). Foreign aid in the national interest: Promoting freedom, security, and 
opportunity, http://www.usaid.gov/fani/Full_Report--Foreign_Aid_in_the_National_Intcrest.pdf 

2. http://www.statc.gOv/p/io/c9703.htm. 

3. http;//www. slate. gov/p/io/rls/rm/43l37.htm. 

4. http;//www. state. gov/p/io/c9703.htm. 

5. US Department of the Treasury (2008). Treasury Inlernalional Programs, Justification for 
Appropriations, FY 2009 Budget Request. Washington DC. http://www.state.gov/documents/ 
organization/101368. pdf 

6. http;//www.lreas.gov/offices/international-affairs/. 

7. http;//www.opencrs. cdt.org/document/RS20791. 

8 . http://www. state, go v/p/io/. 

9. OECD (2006). DAC Peer Review of United States, Paris. hllp://w\vw.oecd.org/documenl/27/ 
0.3343.en_2649_34603_37829787J_l_l_1.00.html. 

10. http;//www.whitchousc.gov/omb/cxpcctmorc/indcx.hlml - Index of performance reviews. 

11. hltp://www. stale. gov/p/io/rls/rm/97960. him. 

12. http;//www.pepfar.gov/press/107735.htm. 


DAC REPORT ON MULTILATERAL AID, 2008 - © OECD 2009 


2008 DAC Report on Multilateral Aid 


Multilateral aid accounts for over a third of total ODA. The scale at which the multilateral 
system is used reflects donors’ views of it as an important aid channel. However, a clearer 
picture of the multilateral system is needed to analyse this channel, and the first ever OECD 
Development Assistance Committee (DAC) report on multilateral aid aims to address this 
gap. The report provides a snapshot of the multilateral aid architecture, from the funding 
of multilateral organisations by DAC members to their own multilateral aid strategies and 
policies. The report also highlights issues such as fragmentation, multilateral effectiveness, 
reform processes and partner country views. 


www.oecd.org/dac/scalingup 


